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WEDNESDAY, MARCH 12, 1958 


Houses or RepresENTATIVES, 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to call, in room 356, Old 
House Office Building, Washington, D. C., Hon. Olin E. Teague 
(chairman) presiding. 
The Cuarrman. The committee will come to order. 


STATEMENTS OF TIMOTHY DALEY, ASSOCIATE GENERAL COUNSEL 
FOR LEGISLATIVE SERVICES; RAY P. BLAND, DIRECTOR, LEG- 
ISLATIVE PROJECTS SERVICE; WILLIAM J. DRIVER, CHIEF 
BENEFITS DIRECTOR, DEPARTMENT OF VETERANS’ BENEFITS; 
THOMAS J. SWEENEY, DIRECTOR OF LOAN GUARANTY SERVICE; 
JOHN DERVAN, LOAN GUARANTY STAFF; AND PHILIP BROWN- 
STEIN, LOAN GUARANTY STAFF; VETERANS’ ADMINISTRATION 


The Cuatrman. Mr. Daley, are you going to speak alone, or speak 
with Mr. Driver and Mr. Sweeney and the others ¢ 

Mr. Datey. They will all be with me, Mr. Chairman, but I have a 
statement. 

The CuatrmMan. Bring them up here with you. 

Tom, do I understand correctly this will be your last appearance 
before this committee? 

Mr. Sweeney. I should have one more before the end of this 
month. 

The CHatrman. Did you hear that, Mr. Kearney? Tom has re- 
signed from the VA. 

Mr. Kearney. Yes. Tom, we are going to miss you. 

Mr. Sweeney. Thank you, sir. 

The Cuamman. Are you resigning or retiring? 

Mr. Sweeney. I am resigning and going back to private business. 

The Cuatrman. I don’t know whether I should offer you sym- 
pathies or congratulations. 

Mr. Sweeney. I will accept both. 

Mr. Sisk. Mr. Chairman, I would like to say that I am certainly 
going to miss my friend down there, after having talked to him and 
argued with him from time to time. 

Mr. Sweeney. It has been a pleasure to work with you and the 
committee. 

The Cuarrman. Mr. Daley, do you have a prepared statement ? 
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Mr. Datey. Yes, Mr. Chairman. Before I go into that, I believe 
that this is the first time that our new Chief Benefits Director has been 
before the committee, Mr. Driver. 

The CrHarrman. I think that is correct. We welcome you, Mr. 
Driver. We have had a little correspondence with you, 2 or 3 letters, 
I think. 

Mr. Driver. Yes, sir. 

The Cuamman. Without objection, a digest of the pending bills 
as well as the text of the several bills and the VA reports thereon 
will be inserted in the record. 

(The information is as follows :) 


Housing bills pending before committee 

















Bill Sponsor Purpose of bill 
———— --- = ——__—_——|- —__—_— ———_— ——_ —_—_-_--—— a —— ——_ - + 
H.R. 9729 | Teague of Texas--- Extends direct loan and guaranteed-loan programs for World War IT 
| veterans for 1 vear, appronriates $150 million ner annum for direct 
loans, increases amount of direct loan from $10,000 to $13,500, and 
| provides for commitments to builders upon payment of 2-percent 
| fee, 
H.R. 9744 | Whitener_- Similar to H. R. 9729, excent this bill has the recapture clause for 
monevs not drawn by the Administrator. This provision is 
exactly like the recanture clause in H. R. 4602. 

H. R. 10065 | Rains___-- ; A direct loan bill similar to H, R. 9729. 

H. R. 10131 | Weaver-__-- : Do. 

H. R. 11136 | Grav- cae Do. 

H. R. 10166 | Shuford.-- | A direct lown bill containing all of the provisions of H. R. 9729, plus 

} an additional anpropriation of $10 million for loans to paranlegic 

veterans who are unable to obtain conventional financing regard- 
| less of their location, and apnronriates an additional] $25 million to 
| beused to encourage the purchase of farm homes by veterans. 

H. R. 10333 | Sisk______- | A direct loan bill similar to H. R. 10166. 

H. R. 10480 | Asninall Do. 

H. R. 10696 | Mitchell_-_- Do. 

H, R. 10477 | Ayres-_--- | Extends loan guaranty program for World War II veterans for 1 vear, 
eliminates any mention or control of interest rate on guaranteed 
and direct loans, and extends the direct-loan program for 1 vear. 

| No funds are anprovriated for oneration of direct-loan program. 

H. R. 10764 | Multer___------- _| Establishes direct-loan proeram for all areas with loans up to $20,000 

| and provides $2 billion for prozram. 

H.R. 11015 | Lesinski_---.---- .| A direct-lown bill similar to H. R. 10764, except that it appropriates 

| only $1 billion for operation of program. 

H. R. 11051 | Nimtz_.._.............| Extends direct and guaranteed loan programs for World War IT 
veterans for 2 vears, establishes maximum interest rate to be the 
same as that set bv FHA, increases a direct loan from $10,000 to 
$13,500, appropriates $150 million per year for direct loans, and 

| eliminates discount controls. 

H. R. 11109 | Adair___.............--| A direct-loan bill similar to H. R. 11051. 

H.R. 1917 | ByrneofPennsylvania.| Extends guaranteed and direct-loan program for 6 years. 

H.R. 7840 } Fascell._- ...------| Extends guaranteed loan program for | year. 

H.R. 9719 | Rooney------ Extends guaranteed loan program for World War IT veterans for 2 
years (to 1960). 

A | Similar to H. R. 9719. 

H. R. 11290 | Teague of Texas_......| The bill extends the guaranteed and direct loan programs for 2 
years, appronriates $150 million ner vear for direct loans, increases 
amount of direct loans from $10,000 to $13,500, provides for comit- 

| ments to builders unon payment of 2-percent fee, and increases 
| the interest rate ceiling to 4%4 percent but not to be greater than 
| 1% of 1 percent below the interest rate established by the FHA 

Commissioner, and eliminates disconnt controls. 
H.R. 11384 | Ayres. | Provides setting of interest rate by Administrator; increases direct 
| loans from $19,000 to $13,590; extends direct and guaranteed loan 
programs for 2 years and authorizes $200 million annually for 

| | direct leans. 

H. R. 11436 | Ayres. | Identica! toH. R. 11384 except includes removal of discount controls. 

H. R. 115% | MeGovern_- | Same as H. R. 9729. 

H.R ..| Authorizes Administrator to set interest rates. 








. 11597 | Fino. _. 
i 


Nore.— Position of the Administration on the 4 major points in the various bills is as follows: 
vii Favor 1-year extension of guaranteed-loan program provided interest rate is set to be competitive with 

HA rate. 

2. Do not favor fixed ceiling of 434 percent interest rate or spread of 44 of 1 percent between VA and FHA 
interest rates. 

3. Do net favor extension of direct-loan program. If Congress extends program, the details contained in 
H. R. 9729 and similar bills would receive favorable consideration. 

4. Favor repeal of discount controls. 
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[H. R. 1917, 85th Cong., 1st sess.] 


A BILL To extend for an additional six years the authority to make, guarantee, and insure 
loans under title I1I of the Servicemen’s Readjustment Act of 1944, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Servicemen’s Readjustment Act of 
1944, as amended, is hereby amended— 

(a) by striking out the word “ten” wherever it appears in the fourth 
sentence of section 500 (a) and inserting in lieu thereof “sixteen”; 

(b) by striking out of clause (C) of section 512 (b) “June 30, 1955” and 
inserting in lieu thereof “June 30, 1961” ; 

(c) by striking out of the first sentence of section 513 (a) “June 30, 
1955” and inserting in lieu thereof “June 30, 1961” ; 

(d) by striking out of the third sentence of section 513 (c) “June 30, 
1956” and inserting in lieu thereof “June 30, 1962”; and 

(e) by striking out of the first sentence of section 513 (d) “June 30, 
1955” and inserting in lieu thereof “June 30, 1961”. 





[H. R. 7840, 85th Cong., 1st sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to extend the veterans’ 
guaranteed home loan program for one year, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the fourth sentence of section 500 (a), 
and paragraph (1) of section 507, of the Servicemen’s Readjustment Act of 1944 
are each amended by striking out “eleven years” and inserting in lieu thereof 
“twelve years”. 

Sec. 2. Section 500 (g) of such Act is amended by striking out “1958” and 
“1959” and inserting in lieu thereof “1959” and “1960”, respectively. 


[H. R. 9719, 85th Cong., 2d sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to extend the veterans’ 
guaranteed home loan program for two years, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the fourth sentence of section 500 (a) 
of the Servicemen’s Readjustment Act of 1944, and paragraph (1) of section 507 
of such Act, are each amended by striking out “eleven years” and inserting in 
lieu thereof “thirteen years.” 

Sec. 2. Section 500 (g) of such Act is amended by striking out “1958” and 
“1959” and inserting in lieu thereof “1960” and “1961”, respectively. 


OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., January 31, 1958. 
Hon. OLtn BE. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. TEAGUE: This will refer to your request for a report by the Vet- 
erans’ Administration on H. R. 9729, 85th Congress, a bill to encourage new 
residential construction for veterans’ housing in rural areas and small cities and 
towns by raising the maximum amount in which direct loans may be made from 
$10,000 to $13,500, to authorize advance financing commitments, to extend 
the direct loan program for veterans, and for other purposes. 

The primary purpose of this measure is to provide housing credit to vet- 
erans in nonmetropolitan areas where mortgage financing for Veterans’ Admin- 
istration guaranteed loans is found to be generally unavailable. Accordingly, 
the provisions of the Servicemen’s Readjustment Act of 1944 relating to direct 
loans for veterans would be revised by— 

(1) extending the direct loan program from June 30, 1958, to July 25, 
1959 ; 

(2) restricting direct loans to designated “housing credit shortage areas” 
in rural areas, small cities or towns not near large metropolitan areas, thus 
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maintaining in effect the existing administrative pattern of direct loan 
allocations ; 

(3) increasing the maximum amount of a direct loan from $10,000 to 
$13,500 ; 

(4) authorizing an additional $150 million (but not over $50 miilion 
quarterly) for direct loans for fiscal year 1959, plus $50 million for each 
quarter prior thereto, any part of which elapses after the date of enactment 
of the measure; 

(5) authorizing advance commitments to builders for a reservation of 
direct loan funds to be used for financing the sale of housing to eligible vet- 
erans who contract to purchase during the period the commitment is 
effective ; 

(6) providing that the veteran-borrower of a direct loan shall pay an 
origination fee in lieu of certain closing costs ; and 

(7) providing for expedited VA processing of direct loan applications not- 
withstanding their referral to the Voluntary Home Mortgage Credit Pro- 
gram committees. (In this connection, however, it is to be noted that all 
referrals of GI loans to VHMCP were entirely discontinued on August 15, 
1957.) 

The bill would also (1) extend the loan-guaranty program for World War II 
veterans from July 25, 1958, to July 25, 1959, and provide that loan applica- 
tions received on or before July 25, 1959, could be processed on or before July 
25, 1960, and (2) provide an automatic guaranty for certain home and farm- 
house loans under sections 501 (b).and (c) of the Servicemen’s Readjustment 
Act. 

As the committee is aware, except for the amount of additional direct loan 
funds authorized, H. R. 9729 is identical to H. R. 4602, as passed during the 
preceding session of the Congress but which was vetoed by the President on 
September 2, 1957. The Veterans’ Administration reported to the committee 
on H. R. 4602, as introduced, on February 18, 1957. 

Aside from the major provisions of the bill extending the direct loan pro- 
gram and the World War II loan-guaranty program for an additional year, 
the various other provisions of the bill appear to be desirable improvements. 
However, it is apparent that this legislation as a whole must be primarily con- 
sidered from the standpoint of its major purposes and the practical results 
which may be expected to follow enactment of the proposed extensions. 

In his memorandum of disapproval on H. R. 4602, the President emphasized 
the fact that the Congress had not acted favorably on the prior administration 
recommendation to increase the interest rate for guaranteed loans from a maxi- 
mum of 4% percent to 5 percent, with the result that veterans had found such 
loans almost impossible to obtain. The President pointed to the inequitable re- 
sult of providing mortgage funds for direct loans by that bill, at rates well be- 
low the current market, to veterans in rural areas and small cities under 
circumstances in which comparable home loans would not be available to vet- 
erans residing in metropolitan areas. It is believed that these basic consid- 
erations remain substantially applicable under present conditions. 

As bearing generally on the proposal to extend the World War II loan-guar- 
anty program and the direct loan program, it should be noted also that the 
President’s memorandum on H. R. 4602 stated that assistance to veterans in the 
field of housing “can be met most effectively with programs available to all 
our citizens, veterans, and nonveterans alike, through the coordinated activities 
of the Housing and Home Finance Agency.” 


The President’s budget message of January 13, 1958, stated that with “the ex- | 


piration in July 1958 of the special loan-guaranty benefits for veterans of World 
War II and of the direct housing loan program for all veterans, the Federal 
Housing Administration again becomes the only Federal agency providing com- 
prehensive insurance or guaranties of private housing credit.” 

Reference was made to the action of the Congress last year which liberalized 
the terms under which FHA mortgages were insured, “making broader bene- 
fits available for the general public, including veterans,” and the President 
stated that he would recommend further measures to strengthen the mortgage 
insurance and guaranty programs as therein specified. 

It should be stressed that although there have been some signs of an easing 
in the available money supply, the 4%4-percent maximum interest rate on GI 
home loans is still far out of line with the yields obtainable on comparable 
alternative investments. It is quite unlikely that a continuance of this easing 
trend would make GI home loans at 41%4 percent readily available prior to the 


& 
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existing or the proposed expiration date of the loan-guaranty program for 
World War II veterans. This rate is three-fourths of 1 percent less than the 
current FHA section 203 rate (disregarding the one-half of 1 percent FHA in- 
surance charge), and interest rates on conventional home mortgages range from 
5% to 6 percent on the eastern seaboard and upward to 7 percent on the west 
coast. 

This situation has been aggravated by the imposition of controls on discounts 
pursuant to the requirements of section 605 of the Housing Act of 1957. The 
recent budget message and the economic report of the President both recommend 
adjustment of the interest rate limitation and repeal of the requirements for dis- 
count controls which now constitute impediments in the operation of the GI 
loan program, as well as other programs administered by the Federal Housing 
Administration. It was noted in the budget message that these limitations 
“prevent many veterans of the Korean conflict from using their continuing loan 
guaranty benefits.” The experience of the Veterans’ Administration fully sup- 
ports these recommendations for an increase in the maximum GI interest rate 
and removal of the statutory requirement for control of discounts. 

The cost of the proposed legislation cannot be precisely estimated. It has been 
demonstrated that the administrative cost to the Veterans’ Administration has 
averaged about $26 per loan guaranteed. In addition, the net cost of claims paid 
on GI home loans to date has amounted to about 6 cents per $100 of the original 
principal amount. In view of the outlook for a relatively low rate of loan- 
guaranty activity during the period immediately ahead, unless action is taken 
to revitalize the home-loan program, it would seem that any increased adminis- 
trative costs from the 1-year extension of the loan-guaranty program would be 
small. With respect to direct loans, it should be noted that the differential 
between the rate of interest which would be paid to the Treasury on advances 
at this time and the 4%-percent interest rate received on VA loans would prob- 
ably be sufficient to cover the costs and probable losses. An increase in the 
Treasury rate, however, might affect the adequacy of reserves for such loans. 

Under all the circumstances, I am unable to recommend favorable considera- 
tion of H. R. 9729 by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee, and that the 
enactment of H. R. 9729 would not be in accord with the program of the Presi- 
dent. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


[H. R. 9729, 85th Cong., 2d sess.] 


A BILL To encourage new residential construction for veterans’ housing in rural areas 
and small cities and towns by raising the maximum amount in which direct loans may 
be made from $10,000 to $13,500, to authorize advance financing commitments, to ex- 
tend the direct loan program for veterans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled. That section 512 of the Servicemen’s 
Readjustment Act of 1944 (38 U. S. C., sec. 694 (1)) is amended to read as 
follows: 

“DIRECT LOANS TO VETERANS 


we 


Sec. 512. (a) The Congress finds that housing credit under section 501 of 
this title is not and has not been generally available to veterans living in rural 
areas, Or in small cities and towns not near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit for veterans 
living in such rural areas and such small cities and towns. 

“(b) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area 
or small city or town as a ‘housing credit shortage area’, and Shall make, or 
enter into commitments to make, loans for any or all of the following purposes 
in such area— 

(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 

“(2) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home; 
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“(3) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 

“(4) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by 
a veteran, the proceeds of a loan made under this section for the construction 
of a dwelling or farm residence on such land may be expended also to liquidate 
such lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. 

“(c) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) heis a satisfactory credit risk; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purposes for which he is qualified 
under section 501 of this title ; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the 
loan is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount of 
the loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origination of loans made 
under this section, which expenses, or a reasonable flat allowance in lieu thereof, 
shall be paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in para- 
graph (2), (3), or (4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person 
or entity approved for such purpose by him, any loan made under this section 
at a price not less than par; that is, the unpaid balance plus accrued interest, 
and shall guarantee any loan thus sold subject to the same conditions, terms, 
and limitations which would be applicable were the loan guaranteed under 
section 501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more 
dwellings in a housing credit shortage area, the Administrator may enter into 
commitment with such builder or sponsor, under which funds available for 
loans under this section will be reserved for a period not in excess of three 
months, or such longer period as the Administrator may authorize to meet 
the needs in any particular case, for the purpose of making loans to veterans 
to purchase such dwellings. Such commitment may not be assigned or trans- 
ferred except with the written approval of the Administrator. The Adminis- 
trator shall not enter into any such commitment unless such builder or sponsor 
pays a nonrefundable commitment fee to the Administrator in an amount de- 
termined by the Administrator, not to exceed 2 per centum of the funds reserved 
for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to 
which funds are being reserved under this subsection, has been sold, or con- 
tracted to be sold, to a veteran eligible for a direct loan under this section, 
the Administrator shall enter into a commitment to make the veteran a loan 
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for the purchase of such dwelling. With respect to any loan made to an 
eligible veteran under this subsection, the Administrator may make advances 
during the construction of the dwelling, up to a maximum in advances of (A) 
the cost of the land plus (B) 80 per centum of the value of the construction 
in place. 

“(3) After the Administrator has entered into a commitment to make a veteran 
a loan under this subsection, he may refer the proposed loan to the Voluntary 
Home Mortgage Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as provided in paragraph 
(5) of subsection (d) of this section. If, before the expiration of sixty days 
after the loan made to the veteran by the Administrator is fully disbursed, a 
private lender agrees to purchase such loan, all or any part of the commitment 
fee paid to the Administrator with respect to such loan may be paid to such 
private lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan 
before the expiration of sixty days after the loan made by the Administrator 
is fully disbursed, the commitment fee paid with respect to such loan shall 
become a part of the special deposit account referred to in subsection (c) of 
section 513 of this title. If a loan is not made to a veteran for the purchase 
of a dwelling, the commitment fee paid with respect to such dwelling shall be- 
come a part of such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assist- 
ance provided by this subsection from the minimum land planning and subdi- 
vision requirements prescribed pursuant to subsection (b) of section 504 of 
this title, and with respect to such dwellings may prescribe special minimum 
land planning and subdivision requirements which shall be in keeping with 
the general housing facilities in the locality but shall require that such dwellings 
meet minimum requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 
1959, except that if a commitment to a veteran to make such a loan was issued 
by the Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall con- 
tinue such processing notwithstanding the fact that the assistance of the Volun- 
tary Home Mortgage Credit Committee has been requested by the Administrator 
for the purpose of ascertaining whether or not such loan can be placed with 
a private lender. 

“(2) If the assistance of such Committee has been requested by the Adminis- 
trator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this subsection, 
whichever it the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forth- 
with to complete any part of the processing of such application remaining un- 
finished, and to grant or deny the application in accordance with the provisions 
of this section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, and 
(2) by inserting immediately before the period at the end of the second sentence 
thereof the following: “retaining, however, a reasonable reserve for making 
loans with respect to which he has entered into commitments with veterans 
before such last day”. 

(b) Subsection (c) of such section is amended by striking our “June 30, 1958” 
and inserting “June 30, 1960”. 

(c) Subsection (d) of such section 513 is amended by striking out “1957” and 
inserting “1959”. 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 

38 U.S. C., sec. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in an 
amount not exceeding 60 per centum of the loan if the loan is made for any of the 
purposes specified in section 501 of this title and not exceeding 50 per centum of 
the loan if made for any of the purposes specified in section 502, 503, or 507 of this 
title: Provided, That unless the loan is made for one of the purposes specified in 
section 501 of this title the aggregate amount guaranteed shall not exceed $2,000 
in the case of non-real-estate loans, nor $4,000 in the case of real-estate loans, or 
a prorated portion thereof on loans of both types or combination thereof.”. 








2458 EXTENSION OF VA HOUSING LAWS 


(b) Subsection (b) of section 501 of such Act (38 U.S. C., sec. 694a) is amended 
by striking out all that follows “(b)” to the colon immediately preceding the first 
proviso and inserting: “Any loan made to a veteran for any of the purposes speci- 
fied in subsection (a) or subsection (c) of this section 501 is automatically guar- 
anteed, if otherwise made pursuant to the provisions of this title, in an amount 
not exceeding 60 per centum of the loan”. 

(c) Subsection (c) of such section 501 is amended by striking out “may be guar- 
anteed” and inserting “is automatically guaranteed”. 

Sec. 4. (a). Section 500 (a) of the Servicemen’s Readjustment Act of 1944 (38 
U. S. C. 694) is amended by striking out “eleven” and inserting in lieu thereof 
“twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been received 
by the Administrator on or before July 25, 1959, such loan may be guaranteed or 
insured under the provisions of this title on or before July 25, 1960.” 

(c) Section 507 of such Act (38 U. S. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve”’. 





VETERANS’ ADMINISTRATION, 
OFFICE OF GENERAL COUNSEL, 
Washington, D. C., February 14, 1958. 
Hon. Ouin EB. TEAGvue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Deak Mr. TeaGue: This is with reference to your request for a report by 
the Veterans’ Administration on H. R. 9744 and H. R. 10065, 85th Congress, 
each entitled “A bill to encourage new residential construction for veterans’ 
housing in rural areas and small cities and towns by raising the maximum 
amount in which direct loans may be made from $10,000 to $13,500, to author- 
ize advance financing commitments, to extend the direct-loan program for vet- 
erans, and for other purposes.” 

H. R. 9744 and H. R. 10065 are identical to H. R. 9729, 85th Congress, ex- 
cept that H. R. 9744 would, in effect, provide an additional $200 million for 
direct loans after June 30, 1958, instead of $150 million. The report of the 
Veterans’ Administration to your committee on H. R. 9729, 85th Congress, 
which was transmitted on January 31, 1958, is therefore applicable to H. R. 9744 
and H. R. 10065. A copy of the report on H. R. 9729 (Committee Print No. 
175) is enclosed. 

Very truly yours, 
G. H. Brrpsatyi, General Counsel. 


[H. R, 9744, 85th Cong., 2d sess.] 


A BILL To encourage new residential construction for veterans’ housing in rural areas 
and small cities and towns by raising the maximum amount in which direct loans may 
be made from $10,000 to $13,500, to authorize advance financing commitments, to extend 
the direct loan program for veterans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Re- 
adjustment Act of 1944 (38 U.S. C., sec. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 
of this title is not and has not been generally available to veterans living in 
rural areas, or in small cities and towns near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit for veterans 
living in such rural areas and such small cities and towns. 

“(b) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area 
or small city or town as a ‘housing credit shortage area,’ and shall make, or 
enter into commitments to make, loans for any or all of the following purposes 
in such area— 
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“(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 

“(2) For the purchase of a farm on which there is a farm residence 
to be owned and occupied by a veteran as his home; 

“(3) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 

“(4) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by a 
veteran, the proceeds of a loan made under this section for the construction of a 
dwelling or farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess of the 
amount of the lien. 

“(c) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) heisa satisfactory credit risk ; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranted home loans, a loan for such purpose for which he is qualified under 
section 501 of this title ; and 

(4) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under the Bankhead-Jones Farm Tenant Act or under the Hous- 
ing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section 
shall not exceed an amount which bears the same ratio to $13,500 as the amount 
of guaranty to which the veteran is entitled under section 501 at the time the 
loan is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origination of loans made 
under this section, which expenses, or a reasonable flat allowance in lieu thereof, 
shall be paid by the veteran in addiiton to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments ; 
except that in the case of loans made for any of the purposes described in para- 
graph (2), (8), or (4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under this 
section will be reserved for a period not in excess of three months, or such 
longer period as the Administrator may authorize to meet the needs in any par- 
ticular case, for the purpose of making loans to veterans to purchase such dwell- 
ings. Such commitment may not be assigned or transferred except with the 
written approval of the Administrator. The Administrator shall not enter into 
any such commitment unless such builder or sponsor pays a non-refundable 
commitment fee to the Administrator in an amount determined by the Admin- 
istrator, not to exceed 2 per centum of the funds reserved for such builder or 
sponsor. 
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“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Admin- 
istrator shall enter into a commitment to make the veteran a loan for the pur- 
chase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the construc- 
tion of the dwelling, up to a maximum in advances of (A) the cost of the land 
plus (B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a vet- 
eran a loan under this subsection, he may refer the proposed loan to the Volun- 
tary Home Mortgage Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as provided in paragraph 
(5). of subsection (d) of this section. If, before the expiration of sixty days 
after the loan made to the veteran by the Administrator is fully disbursed, a 
private lender agrees to purchase such loan, all or any part of the commit- 
ment fee paid to the Administrator with respect to such loan may be paid to 
such private lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a 
part of the special deposit account referred to in subsection (c) of section 513 
of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of 
such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land plan- 
ning and subdivision requirements which shall be in keeping with the general 
housing facilities in the locality but shall require that such dwellings meet 
minimum requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 
1959, except that if a commitment to a veteran to make such a loan was issued 
by the Administrator before that date the loan may be completed after that 
date. 

“(g) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall con- 
tinue such processing notwithstanding the fact that the assistance of the Volun- 
tary Home Mortgage Credit Committee has been requested by the Administrator 
for the purpose of ascertaining whether or not such loan can be placed with a 
private lender. 

“(2) If the assistance of such Committee has been requested by the Admin- 
istrator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this subsec- 
tion, whichever is the later, that it has been successful in enabling the applicant 
to place such loan with a private lender, the Administrator shall proceed forth- 
with to complete any part of the processing of such application remaining un- 
finished, and to grant or deny the application in accordance with the provisions 
of this section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, and 
(2) by inserting immediately before the period at the end of the second sen- 
tence thereof the following: “retaining, however, a reasonable reserve for mak- 
ing loans with respect to which he has entered into commitments with veterans 
before such last day”. 

(b) Subsection (c) of such section is amended by striking out “June 30, 1958” 
and inserting “June 30, 1960.” 

(c) Subsection (d) of such section 513 is amended (1) by striking out “1957” 
and inserting “1959”; (2) by inserting immediately after “so advanced” the 
following: “under this sentence”; and (3) by inserting immediately after the 
first sentence therein the following new sentence: “The Secretary of the Treas- 
ury shall also advance to the Administrator from time to time until July 25, 
1959, such additional sums as the Administrator may request (not in excess 
of the difference between the amounts advanced under this subsection after 
June 30, 1955, and the maximum amounts which could have been advanced upon 
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the request of the Administrator after June 30, 1955, and before the date of 
the request).” 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(88 U. 8S. C., sec. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title 
in an amount not exceeding 60 per centum of the loan if the loan is made for 
any of the purposes specified in section 501 of this title and not exceeding 50 
per centum of the loan if made for any of the purposes specified in section 502, 
503, or 507 of this title: Provided, That unless the loan is made for one of the 
purposes specified in section 501 of this title the aggregate amount guaranteed 
shall not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the 
case of real-estate loans, or a prorated portion thereof on loans of both types or 
combination thereof.” 

(b) Subsection (b) of section 501 of such Act (38 U. S. C., sec. 694a) is 
amended by striking out all that follows “(b)” to the colon immediately preced- 
ing the first proviso and inserting: “Any loan made to a veteran for any of the 
purposes specified in subsection (a) or subsection (c) of this section 501 is 
automatically guaranteed, if otherwise made pursuant to the provisions of this 
title, in an amount not exceeding 60 per centum of the loan.” 

(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed.” 

Seo. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. S. C. 694) is amended by striking out “eleven” and inserting in lieu 
thereof “twelve.” 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been 
received by the Administrator on or before July 25, 1959, such loan may be 
guaranteed or insured under the provisions of this title on or before July 25, 
1960.” 

(c) Section 507 of such Act (38 U. S. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve.” 


{H. R. 10065, 85th Cong., 2d sess. ] 


A BILL To encourage new residential construction for veterans’ housing in rural areas 
and small cities and towns by raising the maximum amount in which direct loans may 
be made from $10,000 to $13,500, to authorize advance financing commitments, to extend 
the direct loan program for veterans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Read- 
justment Act of 1944 (38 U.S. C., sec. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512 (a) The Congress finds that housing credit under section 501 of this 
title is not and has not been generally available to veterans living in rural areas, 
or in small cities and towns not near large metropolitan areas. It is therefore 
the purpose of this section to provide housing credit for veterans living in such 
rural areas and such small cities and towns. 

“(b) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area or 
small city or town as a ‘housing credit shortage area’, and shall make, or enter 
into commitments to make, loans for any or all of the following purposes in such 
area— 

(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 
(2) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home; 
(3) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 
“(4) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land owned by a 
veteran, the proceeds of a loan made under this section for the construction of a 
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dwelling or farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess of the 
amount of the lien. 

“(c) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) he is a satisfactory credit risk ; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the loan 
is made bears to $7,500; and the guaranty entitlement of any veteran who here- 
tofore or hereafter has been granted a loan under this section shall be charged 
with an amount which bears the same ratio to $7,500 as the amount of the loan 
bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the real 
estate, to provide for the purpose of making repairs, alterations, and improve- 
ments, and to meet the incidental expenses of the transaction. 'The Administra- 
tor shall determine the expenses incident to origination of loans made under this 
section, which expenses, or a reasonable flat allowance in lieu thereof, shall be 
paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in para- 
graph (2), (3), or (4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 501 
of this title. 

*(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under this 
section will be reserved for a period not in excess of three months, or such longer 
period as the Administrator may authorize to meet the needs in any particular 
ease, for the purpose of making loans to veterans to purchase such dwellings. 
Such commitment may not be assigned or transferred except with the written 
approval of the Administrator. The Administrator shall not enter into any such 
commitment unless such builder or sponsor pays a nonrefundable commitment 
fee to the Administrator in an amount determined by the Administrator, not to 
exceed 2 per centum of the funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dwelling, up to a maximum in advances of (A) the cost of the land plus 
(B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a vet- 
eran a loan under this subsection, he may refer the proposed loan to the Volun- 
tary Home Mortgage Credit Committee, in order to afford a private lender the 
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opportunity to acquire such loan subject to guaranty as provided in paragraph 
(5) of subsection (d) of this section. If, before the expiration of sixty days 
after the loan made to the veteran by the Administrator is fully disbursed, a 
private lender agrees to purchase such loan, all or any part of the commitment 
fee paid to the Administrator with respect to such loan may be paid to such 
private lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a 
part of the special deposit account referred to in subsection (c) of section 513 
of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of 
such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 1959, 
except that if a commitment to a veteran to make such a loan was issued by the 
Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall con- 
tinue such processing notwithstanding the fact that the assistance of the Volun- 
tary Home Mortgage Credit Committee has been requested by the Administrator 
for the purpose of ascertaining whether or not such loan can be placed with a 
private lender. 

(2) If the assistance of such Committee has been requested by the Admin- 
istrator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forthwith 
to complete any part of the processing of such application remaining unfinished, 
and to grant or deny the application in accordance with the provisions of this 
section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. 8. C., see. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, 
and (2) by inserting immediately before the period at the end of the second 
sentence thereof the following: “retaining, however, a reasonable reserve for 
making loans with respect to which he has entered into commitments with vet- 
erans before such Jast day”. 

(b) Subsection (c) of such section is amended by striking out “June 30, 
1958” and inserting “June 30, 1960”. 

(ec) Subsection (d) of such section 513 is amended by striking out “1957” 
and inserting “1959”’. 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U.S. C., sec. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made for any 
of the purposes specified in section 501 of this title and not exceeding 50 per 
centum of the loan if made for any of the purposes specified in section 502, 
503, or 507 of this title: Provided, That unless the loan is made for one of the 
purposes specified in section 501 of this title the aggregate amount guaranteed 
shall not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the case 
of real-estate loans, or a prorated portion thereof on loans of both types or 
combination thereof.’’. 

(b) Subsection (b) of section 501 of such Act (88 U. S. C., see. 694a) is 
amended by striking out all that follows “(b)” to the colon immediately pre- 
ceding the first proviso and inserting: “Any loan made to a veteran for any of 
the purposes specified in subsection (a) or subsection (c) of this section 501 is 
automatically guaranteed, if otherwise made pursuant to the provisions of this 
title, in an amount not exceeding 60 per centum of the loan”. 
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(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”. 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. 8. C. 694) is amended by striking out “eleven” and inserting in lieu 
thereof “twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been 
received by the Administrator on or before July 25, 1959, such loan may be 
guaranteed or insured under the provisions of this title on or before July 25, 
1960.” 

(c) Section 507 of such Act (38 U. 8. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve’’. 


{H. R. 10131, 85th Cong., 2d sess.) 


A BILL To encourage new residential construction for veterans’ housing in rural areas 
and small cities and towns by raising the maximum amount in which direct loans may 
be made from $10,000 to $13,500, to authorize advance financing commitments, to extend 
the direct loan program for veterans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Read- 
justment Act of 1944 (38 U. S. C., sec. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of 
this title is not and has not been generally available to veterans living in rural 
areas, or in small cities and towns not near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit for veterans 
living in such rural areas and such small cities and towns. 

“(b) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area 
or small city or town as a ‘housing credit shortage area’, and shall make, or 
enter into commitments to make,'loans for any or all of the following purposes 
in such area— 

““(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 

““(2) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home ; 

“(3) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 

“(4) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him «s his home. 

If there is an indebtedness which is secured by a lien against land owned by 
a veteran, the proceeds of a loan made under this section for the construction 
of a dwelling or farm residence on such land may be expended wlso to liquidate 
such lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. 

“(c) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) heisa satisfactory credit risk ; 

““(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 501 of this title ; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 
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“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the loan 
is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origination of loans made 
under this section, which expenses, or a reasonable flat allowance in lieu thereof, 
shall be paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments ; 
except that in the case of loans made for any of the purposes described in para- 
graph (2), (3), or (4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 501 
of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under this 
section will be reserved for a period not in excess of three months, or such longer 
period as the Administrator may authorize to meet the needs in any particular 
case, for the purpose of making loans to veterans to purchase such dwellings. 
Such commitment may not be assigned or transferred except with the written 
approval of the Administrator. The Administrator shall not enter into any 
such commitment unless such builder or sponsor pays a nonrefundable commit- 
ment fee to the Administrator in an amount determined by the Administrator, 
not to exceed 2 per centum of the funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
he sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dwelling, up to a maximum in advances of (A) the cost of the land plus (B) 
80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a veteran 
a loan under this subsection, he may refer the proposed loan to the Voluntary 
Home Mortgage Credit Committee, in order to afford a private lender the oppor- 
tunity to acquire such loan subject to guaranty as provided in paragraph (5) 
of subsection (d) of this section. If, before the expiration of sixty days after 
the loan made to the veteran by the Administrator is fully disbursed, a private 
lender agrees to purchase such loan, all or any part of the commitment fee paid 
to the Administrator with respect to such loan may be paid to such private 
lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a part 
of the special deposit account referred to in subsection (c) of section 513 of this 
title. Ifa loan is not made to a veteran for the purchase of a dwelling, the com- 
mitment fee paid with respect to such dwelling shall become a part of such 
special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general hous- 
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ing facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 1959, 
except that if a commitment to a veteran to make such a loan was issued by the 
Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Adminis- 
trator for the purpose of ascertaining whether or not such loan can be placed 
with a private lender. 

“(2) If the assistance of such Committee has been requested by the Adminis- 
trator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has been 
requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forthwith 
to complete any part of the processing of such application remaining unfinished, 
and to grant or deny the application in accordance with the provisions of this 
section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U.S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, 
and (2) by inserting immediately before the period at the end of the second 
sentence thereof the following: “retaining, however, a reasonable reserve for 
making loans with respect to which he has entered into commitments with vet- 
erans hefore such last day.” 

(b) Subsection (c) of such section is amended by striking out “June 30, 
1958,” and inserting “June 30, 1960.” 

(c) Subsection (d) of such section 513 is amended by striking out “1957” and 
inserting ‘‘1959.”’ 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U. 8S. C., sec. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made for any of 
the purposes specified in section 501 of this title and not exceeding 50 per centum 
of the loan if made for any of the purposes specified in section 502, 503, or 507 of 
this tile: Provided, That unless the loan is made for one of the purposes specified 
in section 501 of this title the aggregate amount guaranteed shall not exceed 
$2,000 in the case of non-real-estate loans, nor $4,000 in the case of real-estate 
loans, or a prorated portion thereof on loans of both types or combination 
thereof.” 

(b) Subsection (b) of section 501 of such Act (38 U. 8S. C., sec. 694a) is 
amended by striking out all that follows “(b)” to the colon immediately preced- 
ing the first proviso and inserting: “Any loan made to a veteran for any of the 
purposes specified in subsection (a) or subsection (c) of this section 501 is 
automatically guaranteed, if otherwise made pursuant to the provisions of this 
title, in an amount not exceeding 60 per centum of the loan.” 

(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed.” 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. 8. C. 694) is amended by striking out “eleven” and inserting in lieu 
thereof “twelve.” 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been received 
by the Administrator on or before July 25, 1959, such loan may be guaranteed 
or insured under the provisions of this title on or before July 25, 1960.” 

(ce) Section 507 of such Act (38 U. 8S. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve.” 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., February 14, 1958. 
Hon. Ovtn BE. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Deak Mr. Teacue: This will refer to your request for a report by the Vet- 
erans’ Administration on H. R. 10166, 85th Congress, a bill to extend and 
liberalize the direct home-loan program for veterans, to extend the guaranteed 
home-loan program, to provide special assistance to paraplegic veterans under 
the direct home-loan program, and stimulate the making of direct farm housing 
loans, and for other purposes. It also will serve as a reply to your request for 
reports on H. R. 10333 and H. R. 10480, which are identical with H. R. 10166. 

The purpose of this measure, apparently, is to provide housing credit to 
certain disabled veterans wherever they reside, and to other eligible veterans 
in nonmetropolitan areas, where mortgage financing for VA-guaranteed loans 
is found to be generally unavailable. Accordingly, the provisions of the Service- 
men’s Readjustment Act of 1944 relating to direct loans for veterans would be 
revised by— 

(1) Extending the direct loan program from June 30, 1958, to July 25, 
1959 ; 

(2) Restricting direct loans generally to designated “housing credit 
shortage areas” in rural areas, small cities or towns not near large metro- 
politan areas, thus maintaining in effect the existing administrative pat- 
tern of direct loan allocations ; 

(3) Increasing the maximum amount of a direct loan from $10,000 to 
$13,500 ; 

(4) Authorizing an additional $150 million (but not over $50 million 
quarterly) for direct loans generally for fiscal year 1959, plus $50 million 
for each quarter prior thereto, any part of which elapses after the date 
of enactment of the measure ; 

(5) Authorizing advance commitments to builders for a reservation of 
direct loan funds to be used for financing the sale of housing to eligible 
veterans who contract to purchase during the period the commitment is 
effective ; 

(6) Providing that the veteran-borrower of a direct loan shall pay an 
origination fee in lieu of certain closing costs; 

(7) Providing a special authorization of $10 million for direct loans 
to paraplegic and other disabled veterans who are eligible for specially 
adapted housing under title VI of the Veterans’ Benefits Act of 1957, 
whether or not they are living in a housing credit shortage area ; 

(8) Authorizing an additional $25 million for direct loans to purchase, 
construct, or repair, alter, or improve farm residential property; and 

(9) Providing for expedited VA processing of direct loan applications 
notwithstanding their referral to the Voluntary Home Mortgage Credit 
program committees. (In this connection, however, it is to be noted that 
all referrals of GI loans to VHMCP were entirely discontinued on 
August 15, 1957.) 

The bill would also (1) extend the loan-guaranty program for World War II 
veterans from July 25, 1958, to July 25, 1959, and provide that loan applications 
received on or before July 25, 1959, could be processed on or before July 25, 1960, 
and (2) provide an automatic guaranty for certain home and farmhouse loans 
under section 501 (b) and (c) of the Servicemen’s Readjustment Act. 

Except for the purposes mentioned in clauses (7) and (8) in the preceding 
paragraph, this measure is identical with H. R. 9729 concerning which the 
Veterans’ Administration transmitted a report to your committee on January 31, 
1958 (Committee Print No. 175), a copy of which is enclosed. The comments 
in such report are equally applicable to the consideration of the subject bill. 
As in the case of H. R. 9729, although this bill contains various provisions to 
improve the operation of the direct loan and loan-guaranty programs which in 
themselves appear desirable, in the final analysis it is necessary to consider this 
legislation on the basis of its major purposes and practical results; that is, an 
extension of the direct loan and the loan-guaranty programs. 
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In his memorandum of disapproval of September 2, 1957, on a similar bill 
of the first session (H. R. 4602), the President emphasized the fact that the 
Congress had not acted favorably on the prior administration recommendation 
to increase the interest rate for guaranteed loans from a maximum of 4% per- 
cent to 5 percent, with the result that veterans had found such loans almost 
impossible to obtain. The President pointed to the inequitable result of pro- 
viding mortgage funds for direct loans by that bill, at rates well below the 
current market, to veterans in rural areas and small cities under circumstances 
in which comparable home loans would not be available to veterans residing in 
metropolitan areas. It is believed that these basic considerations remain sub- 
stantially applicable under present conditions. 

As bearing generally on the proposal to extend the World War II Joan- 
guaranty program and the direct loan program, it should be noted also that 
the President’s memorandum on H. R. 4602 stated that assistance to veterans 
in the field of housing “can be met most effectively with programs available to 
all our citizens, veterans and nonveterans alike, through the coordinated activi- 
ties of the Housing and Home Finance Agency.” 

The President’s budget message of January 13, 1958, stated that with “the 
expiration in July 1958 of the special loan-guaranty benefits for veterans of 
World War II and of the direct housing loan program for all veterans, the 
Federal Housing Administration again becomes the only Federal agency pro- 
viding comprehensive insurance or guaranties of private housing credit.” 

Reference was made to the action of the Congress last year which liberalized 
the terms under which FHA mortgages were insured, “making broader benefits 
available for the general public including veterans,” and the President stated 
that he would recommend further measures to strengthen the mortgage insur- 
ance and guaranty programs as therein specified. 

It should be stressed that although there have been some signs of an easing 
in the available money supply, the 4%4-percent maximum interest rate on GI 
home loans is still far out of line with the yields obtainable on comparable alter- 
native investments. It is quite unlikely that a continuance of this easing trend 
would make GI home loans at 414 percent readily available prior to the existing 
or the proposed expiration date of the loan-guaranty program for World War II 
veterans. This rate is three-fourths of 1 percent less than the current FHA 
section 203 rate (disregarding the one-half of 1 percent FHA insurance charge) , 
and interest rates on conventional home mortgages range from 514 to 6 percent 
on the eastern seaboard and upward to 7 percent on the west coast. 

The 2 essentially new features of H. R. 10166 provide additional direct-loan 
funds of $25 million for farmhouse ioans, and $10 million for housing loans to 
veterans eligible for housing-assistance grants under title VI of the Veterans’ 
Benefits Act of 1957. 

It would be stipulated that the Administrator should exercise his best efforts 
to make not less than $25 million of direct loans for farm-housing purposes during 
each calendar year, and an additional authorization in such amount is provided 
for this purpose. Apparently, additional farm-housing loans could be made from 
funds available for direct loans generally, however, should the $25 million be 
fully allocated. This provision for a special fund undoubtedly would enable a 
considerable number of additional veterans to obtain farm-housing loans. How- 
ever, these individuals would be paying an interest rate well below the current 
market. 

In connection with the proposal to give direct-loan benefits to paraplegic and 
other veterans eligible for special housing assistance, it should be noted that 
such veterans who served in World War II or the Korean conflict period are 
presently eligible for direct-loan and loan-guaranty benefits to the same extent 
as are other veterans of these service periods. This eligibility has been explicitly 
recognized in the law providing such disabled veterans with specially adapted 
housing, wherein it is stated that— 

“Any veteran who accepts the benefits of this title shall not by reason thereof 
be denied the benefits of title III of the Servicemen’s Readjustment Act of 
1944 * * *.” 

The proposed legislation would, however, give special preference to suck 
paraplegic veterans by permitting them to receive a direct loan if they are 
unable to obtain a guaranteed loan, irrespective of the restriction to housing- 
credit-shortage areas which is applicable to other eligible veterans. The aggre- 
gate amount of direct loans made under this provision, however, could not exceed 
$10 million. 
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Existing law already provides generously for veterans in this group who need 
specially adapted housing because of a permanent and total service-connected 
disability due to the loss or loss of use of both lower extremities which precludes 
their moving about without the aid of braces, crutches, cranes, or a wheelchair. 
The assistance granted by the Government is in the nature of an outright con- 
tribution of an amount up to $10,000 on the cost to the veteran of the housing 
unit and necessary land. If an additional special form of assistance is given 
these veterans by extending direct-loan eligibility irrespective of the fact that 
they reside outside housing-credit-shortage areas, such action might serve 
as a precedent for the extension of a similar benefit to other severely disabled 
veterans who do not have the precise handicap of those here involved. Another 
factor for consideration arises from the continuing nature of the specially 
adapted housing program. If supplemental housing aids as here proposed are 
afforded veterans under the direct-loan program, the question will presumably 
arise at the time of the expiration of that program as to whether some special 
loan assistance to this class of veterans is to be continued and, if so, in what 
form. 

As a practical matter, the bill may be based upon a mistaken premise, namely, 
that a considerable portion of this disabled group are unable to obtain specially 
adapted housing because of inability to finance that portion of the cost which 
is not underwritten by the Government. To the contrary, the recent survey of 
the Veterans’ Administration regional offices conducted in connection with the 
chairman’s letter of January 23, 1958, shows that as of January 31, 1958, there 
were oniy 16 veterans whose basic eligibility had been approved who have been 
precluded from obatining suitable housing because of their inability to obtain 
mortgage financing. Nine of these veterans had been disapproved for mort- 
gages for credit-underwriting reasons and, presumably, would not qualify for 
direct loans even if this legislation were to be enacted. The property of 4 of 
the remaining 7 veterans is located in areas presently eligible for direct loans, 
and it appears likely that these will be reached for final direct-loan consideration 
prior to June 30, 1958. The remaining 3 veterans wish to purchase homes in 
areas not presently eligible for direct loans and had been unable as of that date 
to obtain private financing. As of the same date, there was a total of 1,384 
applications in process for grants for veterans whose basic eligibility had been 
approved—450 of these applications were in connection with property located 
in presently eligible direct-loan areas: the remainder were outside such areas. 

Certain technical aspects of the bill deserve comment. In the first place, it 
is presumed that the bill does not intend to confer direct-loan eligibility on any 
group of persons with no service in either World War II or the Korean conflict 
period. This is reflected by section 512 (d) (2), which prescribes without excep- 
tion that the amount of any direct loan is computed in relation to the amount 
of basic loan-guaranty entitlement available to the veteran under section 501 of 
the act. On the other hand, section 512 (b) (2) refers broadly to loans “to 
veterans entitled to assistance under title VI of the Veterans’ Benefits Act of 
1957,” which could be argued to include veterans of peacetime as well as war- 
time service. Clarification of this matter is desirable if the bill is further 
considered. 

Another technical consideration is that the cutoff date of June 380, 1959, for 
obtaining advances of direct-loan funds from the Secretary of the Treasury is 
not specifically restated in the amendments of section 513 (d) as to the addi- 
tional authorization of $25 million for farm housing and $10 million for disabled 
veterans. This should also be clarified. 

The cost of the proposed legislation cannot be precisely estimated. It has 
been demonstrated that the administrative cost to the Veterans’ Administration 
has averaged about $26 per loan guaranteed. In addition, the net cost of claims 
paid on GI home loans to date has amounted to about 6 cents per $100 of the 
original principal amount. In view of the outlook for a relatively low rate of 
loan-guaranty activity during the period immediately ahead, unless action is 
taken to revitalize the home-loan program, it would seem that any increased 
administrative costs from the 1-year extension of the loan-guaranty program 
would be small. With respect to direct loans, it should be noted that the dif- 
ferential between the rate of interest which would be paid to the Treasury on 
advances at this time and the 4%4-percent interest rate received on VA loans 
would probably be sufficient to cover the costs and probable losses. An increase 
in the Treasury rate, however, might affect the adequacy of reserves for such 
loans. 
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Under all the circumstances, the Veterans’ Administration is unable to recom- 
mend favorable consideration of H. R. 10166, H. R. 10333, or H. R. 10480 by your 
committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee, and that the 
enactment of this legislation would not be in accord with the program of the 
President. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 





[H. R. 10166, 85th Cong., 2d sess. ] 


A BILL To extend and liberalize the direct home loan program for veterans, to extend the 
guaranteed home loan program, to provide special assistance to paraplegic veterans under 
the direct home ioan program, to stimulate the making of direct farm housing loans, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembied, 'That section 512 of the Servicemen’s Read- 
justment Act of 1944 (38 U. S. C., sec. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Seo. 512. (a) The Congress finds that housing credit under section 501 of 
this title is not and has not been generally available to veterans living in rural 
areas, or in small cities and towns not near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit for veterans living 
in such rural areas and such small cities and towns, and to encourage the making 
of direct farm housing loans. In view of the special problems faced by many 
paraplegic veterans in obtaining the specially adapted housing which they are 
entitled to be assisted in acquiring under title VI of the Veterans’ Benefits Act 
of 1957, it is also the purpose of this section to provide direct loans to assist 
further such veterans in obtaining the housing which they need. 

“(b) (1) Whenever the Administrator finds that private capital is not gen- 
erally available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area or 
small city or town as a ‘housing credit shortage area,’ and shall make, or enter 
into commitments to make, loans for any or all of the following purposes in 
such area 

“(A) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 
“(B) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home; 
“(C) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 
“(D) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land owned by 
a veteran, the proceeds of a loan made under this section for the construction 
of a dwelling or farm residence on such land may be expended also to liquidate 
such lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. Hereafter the Administrator shall exercise his best 
efforts tu make not less than $25,000,000 of loans during each calendar year for 
the purposes of subparagraphs (B), (C), and (D) of this paragraph (1). 

*(2) The Administrator shall make loans under this section to veterans en- 
titled to assistance under title VI of the Veterans’ Benefits Act of 1957, in 
combination with the assistance to which they are entitled under such title VI. 
Loans may be made under this subparagraph for housing without regard to 
whether it is located in a housing credit shortage area. The aggregate of loans 
made under this subparagraph shall not exceed $10,000,000. 

“(c) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) heis a satisfactory credit risk ; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area (or in the case of a veteran described in subsection (b) (2), 
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he is unable to obtain from a private lender), at an interest rate not in 
excess Of the rate authorized for guaranteed home loans, a loan for such 
purpose for which he is qualified under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under the Bankhead-Jones Farm Tenant Act or under the Hous- 
ing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate de- 
termined by the Administrator, not to exceed the rate authorized for guar- 
anteed home loans, and shall be subject to such requirements or limitations 
prescribed for loans guaranteed under this title as may be applicable. 

(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the 
loan is Made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount of 
the loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and 
improvements, and to meet the incidental expenses of the transaction. ‘The 
Administrator shall determine the expenses incident to origination of loans 
made under this section, which expenses, or a resonable flat allowance in lieu 
thereof, shall be paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in 
paragraph (B), (C), or (D) of subsection (b), the Administrator may provide 
that such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into com- 
mitment with such builder or sponsor, under which funds available for loans 
under this section will be reserved for a period not in excess of three months, 
or such longer period as the Administrator my authorize to meet the needs in 
any particular case, for the purpose of making loans to veterans to purchase 
such dwellings. Such commitment may not be assigned or transferred except 
with the written approval of the Administrator. The Administrator shall not 
enter into any such commitment unless such builder or sponsor pays a non- 
refundable commitment fee to the Administrator in an amount determined by 
the Administrator, not to exceed 2 per centum of the funds reserved for such 
builder or sponsor. 

““(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Admin-, 
istrator shall enter into a commitment to make the veteran a loan for the pur- 
chase of such dwelling. ‘With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling, up to a maximum in advances of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a 
veteran a loan under this subsection, he may refer the proposed loan to the 
Voluntary Home Mortgage Credit Committee, in order to afford a private lender 
the opportunity to acquire such loan subject to guaranty as provided in para- 
graph (5) of subsection (d) of this section. If, before the expiration of sixty 
days after the loan made to the veteran by the Administrator is fully disbursed, 
a private lender agrees to purchase such loan, all or any part of the commitment 
fee paid to the Administrator with respect to such loan may be paid to such 
private lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
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disbursed, the commitment fee paid with respect to such loan shall become a 
part of the special deposit account referred to in subsection (c) of section 513 
of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of 
such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and genera! acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 
1959, except that if a commitment to a veteran to make such a loan was issued 
by the Administrator before that date the loan may be completed after that date. 

“(g¢) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Admin- 
istrator for the purpose of ascertaining whether or not such loan can be placed 
with a private lender. 

“(2) If the assistance of such Committee has been requested by the Adminis- 
trator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has been 
requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forth- 
with to complete any part of the processing of such application remaining unfin- 
ished, and to grant or deny the application in accordance with the provisions 
of this section.” 

Sree. 2. (a) Subsection (a) of section 513 of such Act (38 U.S. C., see. 694m) 
is amended (1) by striking ont “June 30, 1957” and inserting “July 25, 1959”, and 
(2) by inserting immediately before the period at the end of the second sentence 
thereof the following: “retaining, however, a reasonable reserve for making 
loans with respect to which he has entered into commitments with veterans before 
such last day” 

(b) Subsection (c) of such section is amended by striking out “June 30, 1958” 
and inserting “June 30, 1960.” 

(c) Subsection (d) of such section 518 is amended by striking out “1957” 
and inserting “1959”, and by adding at the end thereof the following: ‘fhe Secre- 
tary of the Treasury shall also advance to the Administrator from time to time 
such additional sums (not in excess of $10,000,000) as the Administrator may 
request for the purpose of making loans under section 512 (b)) (2). The Secre- 
tary of the Treasury shall also advance to the Administrator from time to time 
such additional sums (not in excess of $25,000,000) as the Administrator may 
request for the purpose of making loans under section 512 (a) (1) (B), (C), or 
(D). The preceding sentence shall not be construed as a limitation on the aggre- 
gate amount of loans which the Administrator is authorized to make under such 
section 512 (a) (1) (B). (C), or (D).” 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U.S. C., sec. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in an 
amount not exceeding 60 per centum of the loan if the loan is made for any of the 
purposes specified in section 501 of this title and not exceeding 50 per centum of 
the loan if made for any of the purposes specified in section 502, 503, or 507 of this 
title: Provided, That unless the loan is made for one of the purposes specified in 
section 501 of this title the aggregate amount guaranteed shall not exceed $2,000 
in the case of non-real-estate loans, nor $4,000 in the case of real-estate loans, 
or a prorated portion thereof on loans of both types or combination thereof.”. 

(b) Subsection (b) of section 501 of such Act (38 U. S. C., sec. 694a) is 
amended by striking out all that follows “(b)” to the colon immediately preceding 
the first proviso and inserting: “Any loan made to a veteran for any of the pur- 
poses specified in subsection (a) or subsection (c) of this section 501 is auto- 
matically guaranteed, if otherwise made pursuant to the provisions of this title, 
in an amount not exceeding 60 per centum of the loan’”’. 

(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”. 
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Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. S. C. 694) is amended by striking out “eleven” and inserting in lieu thereof 
“twelve”’. 

(b) Subsection (g) of such section is amended to read as follows: 

“(g¢) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been received 
by the Administrator on or before July 25, 1959, such loan may be guaranteed or 
insured under the provisions of this title on or before July 25, 1960.” 

(c) Section 507 of such Act (38 U. 8. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve”. 


[H. R. 10331, 85th Cong., 2d sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to extend the veterans’ 
guaranteed home loan program for two years 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 500 (g) of the Servicemen’s Read- 
justment Act of 1944 is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been received 
by the Administrator on or before July 25, 1960, such loan may be guaranteed 
or insured under the provisions of this title on or before July 25, 1961.” 





[H. R. 10333, 85th Cong., 2d sess.) 


A BILL To extend and liberalize the direct home loan program for veterans, to extend the 
guaranteed home loan program, to provide special assistance to paraplegic veterans under 
the direct home loan program, to stimulate the making of direct farm housing loans, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Readjust- 
ment Act of 1944 (88 U.S. C., see. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of this 
title is not and has not been generally available to veterans living in rural areas, 
or in small cities and towns not near large metropolitan areas. It is therefore the 
purpose of this section to provide housing credit for veterans living in such 
rural areas and such small cities and towns, and to encourage the making of 
direct farm housing loans. In view of the special problems faced by many para- 
plegic veterans in obtaining the specially adapted housing which they are entitled 
to be assisted in acquiring under title VI of the Veterans’ Benefits Act of 1957, 
it is also the purpose of this section to provide direct loans to assist further such 
veterans in obtaining the housing which they need. 

“(b) (1) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area or 
small city or town as a ‘housing credit shortage area’, and shall make, or enter 
into commitments to make, loans for any or all of the following purposes in 
such area— 

“(A) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 
“(B) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home; 
“(C) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 
“(D) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land owned by a 
veteran, the proceeds of a loan made under this section for the construction of a 
dwelling or farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess of the 
amount of the lien. Hereafter the Administrator shall exercise his best efforts 
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to make not less than $25,000,000 of loans during each calendar year for the 
purposes of subparagraphs (B), (C), and (D) of this paragraph (1). 

“(2) The Administrator shall make loans under this section to veterans 
entitled to assistance under title VI of the Veterans’ Benefits Act of 1957, 
in combination with the assistance to which they are entitled under such title VI. 
Loans may be made under this subparagraph for housing without regard to 
whether it is located in a housing credit shortage area. The aggregate of loans 
made under this subparagraph shall not exceed $10,000,000. 

““(c) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) heisa satisfactory credit risk ; 

(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses; 

(3) he is unable to obtain from a private lender in such housing credit 
shortage area (or in the case of a veteran described in subsection (b) (2), 
he is unable to obtain from a private lender), at an interest rate not in 
excess of the rate authorized for guaranteed home loans, a loan for such 
purpose for which he is qualified under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the loan 
is made bears to $7,500; and the guaranty entitlement of any veteran who hereto- 
fore or hereafter has been granted a loan under this section shall be charged 
with an amount which bears the same ratio to $7,500 as the amount of the loan 
bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the real 
estate, to provide for the purpose of making repairs, alterations, and improve- 
ments, and to meet the incidental expenses of the transaction. The Administrator 
shall determine the expenses incident to origination of loans made under this 
section, which expenses, or a reasonable flat allowance in lieu thereof, shall be 
paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments ; 
except that in the case of loans made for any of the purposes described in para- 
graph (B), (C), or (D) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. : 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under this 
section will be reserved for a period not in excess of three months, or such 
longer period as the Administrator may authorize to meet the needs in any 
particular case, for the purpose of making loans to veterans to purchase such 
dwellings. Such commitment may not be assigned or transferred except with 
the written approval of the Administrator. The Administrator shall not enter 
into any such commitment unless such builder or sponsor pays a nonrefundable 
commitment fee to the Administrator in an amount determined by the Ad- 
ministrator, not to exceed 2 per centum of the funds reserved for such builder 
or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Admin- 
istrator shall enter into a commitment to make the veteran a loan for the 
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purchase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling, up to a maximum in advances of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a veteran 
a loan under this subsection, he may refer the proposed loan to the Voluntary 
Home Mortgage Credit Committee, in order to afford a private lender the op- 
portunity to acquire such loan subject to guaranty as provided in paragraph 
(5) of subsection (d) of this section. If, before the expiration of sixty days 
after the loan made to the veteran by the Administrator is fully disbursed, a 
private lender agrees to purchase such loan, all or any part of the commitment fee 
paid to the Administrator with respect to such loan may be paid to such private 
lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a 
part of the special deposit account referred to in subsection (c) of section 
513 of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of such 
special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assist- 
ance provided by this subsection from the minimum land planning and sub- 
division requirements prescribed pursuant to subsection (b) of section 504 
of this title, and with respect to such dwellings may prescribe special minimum 
land planning and subdivision requirements which shall be in keeping with 
the general housing facilities in the locality but shall require that such dwellings 
meet minimum requirements of structural soundness and general acceptability. 

“(f£) The authority to make loans under this section shall expire July 25, 1959, 
except that if a commitment to a veteran to make such a loan was issued by the 
Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any applica- 
tion for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Admin- 
istrator for the purpose of ascertaining whether or not such loan can be placed 
with a private lender. 

“(2) If the assistance of such Committee has been requested by the Admin- 
istrator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forthwith 
to complete any part of the processing of such application remaining unfinished, 
and to grant or deny the application in accordance with the provisions of this 
section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, 
and (2) by inserting immediately before the period at the end of the second 
sentence thereof the following: “retaining, however, a reasonable reserve for 
making loans with respect to which he has entered into commitments with 
veterans before such last day”. 

(b) Subsection (c) of such section is amended by striking out “June 30, 1958” 
and inserting “June 30, 1960”. 

(c) Subsection (d) of such section 513 is amended by striking out “1957” 
and inserting “1959”, and by adding at the end thereof the following: “The 
Secretary of the Treasury shall also advance to the Administrator from time 
to time such additional sums (not in excess of $10,000,000) as the Administrator 
may request for the purpose of making loans under section 51/2 (b) (2). The 
Secretary of the Treasury shall also advance to the Administrator from time to 
time such additional sums (not in excess of $250,000,000) as the Administrator 
may request for the purpose of making loans under section 512 (a) (1) (B), (C), 
or (D). The preceding sentence shall not be construed as a limitation on the 
aggregate amount of loans which the Administrator is authorized to make under 
such section 512 (a) (1) (B), (C), or (D).” 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U. 8S. C., see. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in 
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an amount not exceeding 60 per centum of the loan if the loan is made for any 
ef the purposes specified in section 501 of this title and not exceeding 50 per 
centum of the loan if made for any of the purposes specified in section 502, 503, 
or 507 of this title: Provided, That unless the loan is made for one of the purposes 
specified in section 501 of this title the aggregate amount guaranteed shall not 
exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the case of real- 
estate loans, or a prorated portion thereof on loans of both types or combination 
thereof.”’. 

(b) Subsection (b) of section 501 of such Act (88 U. S. C., sec. 694a) is 
amended by striking out all that follows “‘(b)” to the colon immediately preceding 
the first proviso and inserting: “Any loan made to a veteran for any of the 
purposes specified in subsection (a) or subsection (c) of this section 501 is 
automatically guaranteed, if otherwise made pursuant to the provisions of this 
title, in an amount not exceeding 60 per centum of the loan’’. 

(ec) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”. 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 (38 
U. S. C. 694) is amended by striking out “eleven” and inserting in lieu thereof 
“twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

*(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been received 
by the Administrator on or before July 25, 1959, such loan may be guaranteed or 
insured under the provisions of this title on or before July 25, 1960.” 

(c) Section 507 of such Act (38 U. 8. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve”. 


OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D.C., February 14, 1958. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. TEAGUE: This will refer to your request for a report by the Veterans’ 
Administration on H. R. 10477, 85th Congress, a bill to amend the Servicemen’s 
Readjustment Act of 1944, to extend for 1 year the direct and guaranteed home- 
loan programs, and for other purposes. 

The purpose of this measure is to extend both the loan-guaranty prograim for 
World War II veterans, and the direct-loan program for veterans of World War 
II and the Korean conflict, for a period of 1 year. The proposed expiration dates 
would thus be July 25, 1959, for the loan-guaranty program and June 30, 1959, 
for direct loans. In addition, the bill would repeal the various provisions in title 
III of the Servicemen’s Readjustment Act setting forth the maximum interest 
rates which may be prescribed for GI loans, thus, presumably, permitting interest 
rates on VA guaranteed and direct loans to be prescribed by the Administrator 
under his general authority to prescribe necessary and appropriate regulations 
to carry out the provisions of the title. Such rate apparently could be uniform 
or could vary according to the type of loan or geographical considerations 
involved. 

It should be observed, however, that the purpose of the bill with respect to the 
establishment of interest rates is not clear and should be clarified. It is possible, 
for example, that no administrative prescription of interest rate is desired, thus 
leaving such rate to be determined on an individual basis by negotiation between 
the lender and the borrower. 

As the committee is aware, the President has recommended to the Congress 
on various occasions that the statutory interest-rate ceiling on GI loans, presently 
fixed at 4% percent, be increased in order to permit such loans to compete in 
the mortgage money market with alternative investments. Due in large part to 
the fact that the interest rate on GI loans has been, and is now, substantially 
below the market level, the activity of the loan-guaranty program has decined 
continually for many months to the point where private financing is now almost 
impossible to obtain in many areas. The provision in the proposed bill to elimi- 
nate the present statutory interest-rate ceilings and apparently to allow the Ad- 
ministrator to prescribe an interest rate which would be realistic in the current 
economic situation would undoubtedly serve to make more money available for GI 


loans and aid those veterans who would continue to be eligible for benefits under- 
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the Servicemen’s Readjustment Act. Even though the loan-guaranty program for 
World War II veterans is not extended, veterans of the Korean conflict will be 
entitled to loan-guaranty benefits until January 31, 1965. 

The recent budget message of the President emphasized the need for adequate 
interest rates for loans guaranteed or insured by the Federal Government. The 
President suggested that “all limitations or ceilings placed on interest rates be 
reviewed, and that authority be provided to vary the rates for guaranteed or 
insured loans in line with mortgage conditions and under proper safeguards.” 

Although the present bill is not entirely clear on the question of administrative 
controls on the interest rate and provision for variations in the rate, it is believed 
that the intent of the bill is generally in line with the principle endorsed by the 
President. 

As bearing on the proposal to extend the loan-guaranty program for World War 
II veterans, it will be recalled that in his memorandum of disapproval on H. R. 
4602, 85th Congress, the President stated that assistance to veterans in the field 
of housing’ “can be met most effectively with programs available to all our 
citizens, veterans, and nonveterans alike, through the coordinated activities of 
the Housing and Home Finance Agency.” Furthermore, in his budget message 
of January 13, 1958, the President stated that “with the expiration in July 1958 
of the special loan guaranty benefits for veterans of World War II and of the 
direct housing loan program for all veterans, the Federal Housing Administration 
again becomes the only Federal agency providing comprehensive insurance or 
guaranties of private housing credit.” 

The President referred to the fact that last year the Congress liberalized the 
terms for FHA mortgages “making broader benefits available for the general 
public, including veterans.” He stated that he would recommend further 
jiberalizing measures to strengthen this program as therein specified. 

An important policy consideration in determining whether the loan-guaranty 
program for World War II veterans should be extended is the fact that nearly 
11 years have passed since the termination of World War II for this purpose. 
A further extension of eligibility beyond the present terminal date is difficult to 
justify on the basis of the readjustment principle upon which the Servicemen’s 
Readjustment Act was established. 

Although the measure proposes to extend the direct-loan program until June 30, 
1959, no additional funds are authorized for direct loan purposes. Since 
previously authorized direct-loan funds have now been entirely committed and 
the only funds available for additional direct loans at the present time are 
derived from repayments of principal and sales of direct loans to private 
investors, it is apparent that the additional loans which are contemplated by 
the bill would be relatively few. The availability of even these small amounts 
it doubtful in view of the lack of an amendment to section 513 (c) of the act 
changing the final date of June 30, 1958, for depositing all sums including 
repayments and proceeds of sale thereafter received, in miscellaneous receipts of 
the Treasury, except as needed for liquidation purposes. To relieve against this 
problem the bill, if enacted, should change the date in section 513 (ce) from 
“June 30, 1958,” to “June 30, 1960.” This would be in line with the pattern of 
the law prior to the last extension of the direct-loan program by Public Law 
1020, 84th Congress. 

As a technical matter, it may be noted that, although the measure would 
extend the loan-guaranty program for 1 year, no extension would be authorized 
for the additional year processing period for applications received prior to the 
termination cate, as is now provided by section 500 (g) of the Servicemen’s 
Readjustment Act. 

It is not possible to estimate accurately the costs of the subject bill. It is 
clear that, in view of the demand for GI financing, any upward adjustment in 
the interest rate on guaranteed and insured mortgages would cause an increase 
in the loan-guaranty activity. The extent of such increase would depend on 
indeterminate factors, such as the extent of the current easing in the money 
market, the increased rate of interest chargeable on guaranteed mortvages, and 
the timelag between the effective date of the law and the gearing of programs 
by investors. As indicated, the supply of direct loan funds available during 
the 1-vear extension to June 30, 1959, assuming an appropriate change of date 
in section 518 (c) with respect to depositing funds in miscellaneous receipts of 
Treasury, would be limited to funds from sales and repayments which are pro- 
vided at a rate of approximately $2%, million per month. 

Subject to necessary clarifications to define the precise intent on interest 
rates, the Veterans’ Administration favors the objective of the bill to provide 











2478 EXTENSION OF VA HOUSING LAWS 


for an adjustinent of interest rates on guaranteed and direct loans. It is be- 
lieved that this would serve as a material stimulus to activity under the loan- 
guaranty pregram of the Veterans’ Administration. However, the Veterans’ 
Administration has serious reservations concerning the advisability of the pro- 
posed 1-year extension of the World War II loan-guaranty program and the 
direct loan program. 

Advice has been received from the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. The Bureau 
further advised that provision for administrative discretion in setting competitive 
rates would be consistent with proposals contained in the President’s recent 
budget message to the Congress, but that the bill’s provisions for extending the 
direct loan program and World War II loan-guaranty entitlement would not be 
in accord with the program of the President. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 





[H. R. 10477, 85th Cong., 2d sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944, to extend for one year the 
direct and guaranteed home loan programs, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That sections 500 (a) and 507 (1) of the 
Servicemen’s Readjustment Act of 1944 are each amended by striking out 
“eleven years” and inserting in lieu thereof “twelve years.” 

Sec. 2. (a) The second proviso of section 500 (b) of such Act is amended to 
read as follows: “: Provided, that loans guaranteed under this title shall be 
payable in full in not more than thirty years, or in the case of loans on farm 
realty in not more than forty years.” 

(b) Such section 500 (b) is further amended by striking out the last proviso. 

Sec. 3. Section 508 (b) of such Act is amended by striking out the second 
sentence. 

Sec. 4. Section 512 (b) of such Act is amended to read as follows: 

“(b) Loans made under this section shall be subject to such requirements or 
limitations prescribed for loans guaranteed under this title as may be applicable: 
Provided, That 

“(A) the original principal amount of any such loan shall not exceed an 
amount which bears the same ratio to $10,000 as the amount of guaranty to 
which the veteran is entitled under section 501 at the time the loan is made 
bears to $7,500 ; 

“(B) the guaranty entitlement of the veteran shall be charged with an 
amount which bears the same ratio to $7,500 as the amount of the loan bears 
to $10,000 ; 

“(C) the authority to make loans under this section shall expire June 30, 
1959, except that if a commitment to make such a loan was issued by the 
Administrator prior to that date the loan may be completed subsequent to 
such date.” 





[H. R. 10480, 85th Cong., 2d sess. ] 


A BILL To extend and liberalize the direct home loan program for veterans, to extend the 
guaranteed home loan program, to provide special assistance to paraplegic veterans under 
the direct home loan program, to stimulate the making of direct farm housing loans, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 512 of the Servicemen’s 
Readjustment Act of 1944 (388 U. 8S. C., sec. 694 (1)) is amended to read as 
follows: 

“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of this 
title is not and has not been generally available to veterans living in rural areas, 
or in small cities and towns not near large metropolitan areas. It is therefore 
the purpose of this section to provide housing credit for veterans living in such 
rural areas and such small cities and towns, and to encourage the making of 
direct farm housing loans. In view of the special problems faced by many 





SFE ON RAY IONE SOM ST WES 





3, 


h 
if 


EXTENSION OF VA HOUSING LAWS 2479 


paraplegic veterans in obtaining the specially adapted housing which they 
are entitled to be assisted in acquiring under title VI of the Veterans’ Benefits 
Act of 1957, it is also the purpose of this section to provide direct loans to assist 
further such veterans in obtaining the housing which they need. 

“(b) (1) Whenever the Administrator finds that private capital is not gen- 
erally available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area 
or small city or town as a ‘housing credit shortage area’, and shall make, or enter 
into commitments to make, loans for any or all of the following purposes in such 
area— 

“(A) For the purchase or construction of a dwelling to be owned and oc- 
cupied by a veteran as his home; 

“(B) For the purchase of a farm on which there is a farm residence 
to be owned and occupied by a veteran as his home; 

“(C) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 

“(D) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by : 
veteran, the proceeds of a loan made under this section for the construction of 
a dwelling or farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess of the 
amount of the lien. Hereafter the Administrator shall exercise his best efforts 
to make not less than $25,000,000 of loans during each calender year for the pur- 
poses of subparagraphs (B), (C), and (D) of this paragraph (1). 

“(2) The Administrator shall make loans under this section to veterans en- 
titled to assistance under title VI of the Veterans’ Benefits Act of 1957, in com- 
bination with the assistance to which they are entitled under such title VI. 
Loans may be made under this subparagraph for housing without regard to 
whether it is located in a housing credit shortage area. The aggregate of loans 
made under this subparagraph shall not exceed $10,000,000. 

“(c) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) heis a satisfactory credit risk ; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area (or in the case of a veteran described in subsection (b) (2), 
he is unable to obtain from a private lender), at an interest rate not in 
excess of the rate authorized for guranteed home loans, a loan for such 
purpose for which he is qualified under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500, as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the loan 
is made bears to $7,500; and the guaranty entitlement of any veteran who here- 
tofore or hereafter has been granted a loan under this section shall be charged 
with an amount which bears the same ratio to $7,500 as the amount of the 
loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the.taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and 
improvements, and to meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origination of loans made 
under this section, which expenses, or a reasonable flat allowance in lieu thereof, 
shall be paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments ; 
except that in the case of loans made for any of the purposes described in para- 
graph (B), (C), or (D) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments, 
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“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into com- 
mitment with such builder or sponsor, under which funds available for loans 
under this section will be reserved for a period not in excess of three months, 
or such longer period as the Administrator may authorize to meet the needs in 
any particular case, for the purpose of making loans to veterans to purchase 
such dwellings. Such commitment may not be assigned or transferred except 
with the written approval of the Administrator. The Administrator shall not 
enter into any such commitment unless such builder or sponsor pays a non- 
refundable commitment fee to the Administrator in an amount determined by 
the Administrator, not to exceed 2 per centum of the funds reserved for such 
builder or sponsor. 

*“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Admin- 
istrator shall enter into a commitment to make the veteran a loan for the pur- 
chase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling, up to a maximum in advances of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a 
veteran a loan under this subsection, he may refer the proposed loan to the 
Voluntary Home Mortgage Credit Committee, in order to afford a private lender 
the opportunity to acquire such loan subject to guaranty as provided in para- 
graph (5) of subsection (d) of this section. If, before the expiration of sixty 
days after the loan made to the veteran by the Administrator is fully disbursed, 
a private lender agrees to purchase such loan, all or any part of the commit- 
ment fee paid to the Administrator with respect to such loan may be paid to 
such private lender when such loan is so purchased. 

“Tf a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a 
part of the special deposit account referred to in subsection (c) of section 513 
of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of 
such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title. 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 
1959, except that if a commitment to a veteran to make such a loan was issued 
by the Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any applica- 
tion for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Admin- 
istrator for the purpose of ascertaining whether or not such loan can be placed 
with a private lender. 

“(2) If the assistance of such Committee has been requested by the Admin 
istrator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forth- 
with to complete any part of the processing of such application remaining un- 
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finished, and to grant or deny the application in accordance with the provisions 
of this section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, 
and (2) by inserting immediately before the period at the end of the second 
sentence thereof the following: “retaining, however, a reasonable reserve for 
making loans with respect to which he has entered into commitments with vet- 
erans before such last day”. 

(b) Subsection (c) of such section is amended by striking out “June 30, 1958” 
and inserting “June 30, 1960”. 

(c) Subsection (d) of such section 513 is amended by striking out “1957” and 
inserting “1959”, and by adding at the end thereof the following: “The Secretary 
of the Treasury shall also advance to the Administrator from time to time such 
additional sums (not inexcess of $10,000,000) as the Administrator may request 
for the purpose of making loans under section 512 (b) (2). The Secretary of 
the Treasury shall also advance to the Administrator from time to time such 
additional sums (not in excess of $25,000,000) as the Administrator may request 
for the purpose of making loans under section 512 (a) (1) (B), (C), or (D). 
The preceding sentence shall not be construed as a limitation on the aggregate 
amount of loans which the Administrator is authorized to make under such 
section 512 (a) (1) (B), (C), or (D).” 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U. 8. C., sec. 694) is amended by strking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made for any 
of the purposes specified in section 501 of this title and not exceeding 50 per 
centum of the loan if made for any of the purposes specified in section 502, 503, 
or 507 of this title: Provided, That unless the loan is made for one of the pur- 
poses specified in section 501 of this title the aggregate amount guaranteed shall 
not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the case 
of real-estate loans, or a prorated portion thereof on loans of both types or 
combination thereof.”’. 

(b) Subsection (b) of section 501 of such Act (38 U. S. C., sec. 694a) is 
amended by striking out all that follows “(b)” to the colon immediately preceding 
the first proviso and inserting: “Any loan made to a veteran for any of the pur- 
poses specified in subsection (a) or subsection (c) of this section 501 is auto- 
matically guaranteed, if otherwise made pursuant to the provisions of this tile, 
in an amount not exceeding 60 per centum of the loan’’. 

(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”. 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. S. C. 694) is amended by striking out “eleven” and inserting in lieu 
thereof “twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been received 
by the Administrator on or before July 25, 1959, such loan may be guaranteed 
or insured under the provisions of this title on or before July 25, 1960.” 

(c) Section 507 of such Act ( 38 U. S. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve” 


[H. R. 10696, 85th Cong., 2d sess.] 
A BILL ‘To extend and liberalize the direct home loan program for veterans, to extend 
the guaranteed home loan program, to provide special assistance to paraplegic veterans 


under the direct home loan program, to stimulate the making of direct farm housing 
loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Read- 
justment Act of 1944 (38 U. S. C., sec. 694 (1) ) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of this 
title is not and has not been generally available to veterans living in rural areas, 
or in small cities and towns not near large metropolitan areas. It is therefore 
the purpose of this section to provide housing credit for veterans living in such 











Ste em 
a Se ae a ti aa 


2482 EXTENSION OF VA HOUSING LAWS 


rural areas and such small cities and towns, and to encourage the making of 
direct farm housing loans. In view of the special problems faced by many 
paraplegic veterans in obtaining the specially adapted housing which they are 
entitled to be assisted in acquiring under title VI of the Veterans’ Benefits Act 
of 1957, it is also the purpose of this section to provide direct loans to assist 
further such veterans in obtaining the housing which they need. 

“(b) (1) Whenever the Administrator finds that private capital is not gen- 
erally available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area or 
small city or town as a ‘housing credit shortage area’, and shall make, or enter 
into commitments to make, loans for any or all of the following purposes in such 
area— 

“(A) For the purchase or construction of a dwelling to be owned and occu- 
pied by a veteran as his home: 

“(B) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home: 

“(C) For the construction on land owned by a veteran of a farm resi- 
dence to be occupied by him as his home; or 

“(D) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by a 
veteran, the proceeds of a loan made under this section for the construction of 
a dwelling or farm residence on such land may be expended also to liquidate 
such lien, but only if the reasonable value of the land is equal to or in excess of 
the amount of the lien. Hereafter the Administrator shall exercise his best 
efforts to make not less than $25,000,000 of loans during each calendar year 
for the purposes of subparagraphs (B), (C), and (D) of this paragraph (1). 

“(2) The Administrator shall make loans under this section to veterans 
entitled to assistance under title VI of the Veterans’ Benefits Act of 1957, in 
combination with the assistance to which they are entitled under such title VI. 
Loans may be made under this subparagraph for housing without regard to 
whether it is located in a housing credit shortage area. The aggregate of loans 
made under this subparagraph shall not exceed $10,000,000. 

“(e) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) heisa satisfactory credit risk ; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area (or in the case of a veteran described in subsection (b) (2), 
he is unable to obtain from a private lender), at an interest rate not in excess 
of the rate authorized for guaranteed home loans, a loan for such purpose 
for which he is qualified under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the 
loan is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be charged 
with an amount which bears the same ratio to $7,500 as the amount of the loan 
bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction. The Admin- 
istrator shall determine the expenses incident to origination of loans made under 
this section, which expenses, or a reasonable flat allowance in lieu thereof, shall 
be paid by the veteran in addition to the loan closing costs. 

“(4) Loans made under this section shall be repaid in monthly installments ; 
except that in the case of loans made for any of the purposes described in para- 
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graph (B), (C), or (D) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under this 
section will be reserved for a period not in excess of three months, or such 
longer period as the Administrator may authorize to meet the needs in any 
particular case, for the purpose of making loans to veterans to purchase such 
dwellings. Such commitment may not be assigned or transferred except with 
the written approval of the Administrator. The Administrator shall not enter 
into any such commitment unless such builder or sponsor pays a nonrefundable 
commitment fee to the Administrator in an amount determined by the Adminis- 
trator, not to exceed 2 per centum of the funds reserved for such builder or 
sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dwelling, up to a maximum in advances of (A) the cost of the land plus 
(B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a vet- 
eran a loan under this subsection, he may refer the proposed loan to the Volun- 
tary Home Mortgage Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as provided in paragraph 
(5) of subsection (da) of this section. If, before the expiration of sixty days 
after the loan made to the veteran by the Administrator is fully disbursed, a 
private lender agrees to purchase such loan, all or any part of the commitment 
fee paid to the Administrator with respect to such loan may be paid to such 
private lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a part 
of the special deposit account referred to in subsection (c) of section 513 of 
this title. If a loan is not made to a veteran for the purchase of a dwelling, the 
commitment fee paid with respect to such dwelling shall become a part of such 
special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 1959, 
except that if a commitment to a veteran to make such a loan was issued by 
the Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Admin- 
istrator for the purpose of ascertaining whether or not such loan can be placed 
with a private lender. 

“(2) If the assistance of such Committee has been requested by the Admin- 
istrator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this subsec- 
tion, whichever is the later, that it has been successful in enabling the applicant 
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to place such loan with a private lender, the Administrator shall proceed forth- 
with to complete any part of the processing of such application remaining 
unfinished, and to grant or deny the application in accordance with the pro- 
visions of this section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, 
and (2) by inserting immediately before the period at the end of the second 
sentence thereof the following: “retaining, however, a reasonable reserve for 
making loans with respect to which he has entered into commitments with 
veterans before such last day”. 

(b) Subsection (c) of such section is amended by striking out “June 30, 1958” 
and inserting “June 30, 1960”. 

(c) Subsection (d) of such section 518 is amended by striking out “1957” and 
inserting “1959”, and by adding at the end thereof the following: “The Secre- 
tary of the Treasury shall also advance to the Administrator from time to 
time such additional sums (not in excess of $10,000,000) as the Administrator 
may request for the purpose of making loans under section 512 (b) (2). The 
Secretary of the Treasury shall also advance to the Administrator from time 
to time such additional sums (not in excess of $25,000,000) as the Admin- 
istrator may request for the purpose of making loans under section 512 (a) 
(1) (B), (C), or (D). The preceding sentence shall not be construed as a 
limitation on the aggregate amount of loans which the Administrator is author- 
ized to make under such section 512 (a) (1) (B), (C), or (D).” 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U. S. C., sec. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made for any 
of the purposes specified in section 501 of this title and not exceeding 50 per 
centum of the loan if made for any of the purposes specified in section 502, 508, 
or 507 of this title: Provided, That unless the loan is made for one of the pur- 
poses specified in section 501 of this title the aggregate amount guaranteed shall 
not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the case of 
real-estate loans, or a prorated portion thereof on loans of both types or 
combination thereof.”’. 

(b) Subsection (b) of section 501 of such Act (38 U. S. C., sec. 694a) is 
amended by striking out all that follows “(b)” to the colon immediately pre- 
ceding the first proviso and inserting: “Any loan made to a veteran for any of 
the purposes specified in subsection (a) or subsection (c) of this section 501 
is automatically guaranteed, if otherwise made pursuant to the provisions of 
this title, in an amount not exceeding 60 per centum of the loan”. 

(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”. 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 (38 
U. S. C. 694) is amended by striking out “eleven” and inserting in lieu thereof 
“twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

“(¢) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been re- 
ceived by the Administrator on or before July 25, 1959, such loan may be 
guaranteed or insured under the provisions of this title on or before July 25, 
1960.” 

(c) Section 507 of such Act (38 U. S. C. 694th) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve”. 


[H. R. 10764, 85th Cong., 2d sess.] 


A BILL To amend sections 512 and 513 of the Servicemen’s Readjustment Act of 1944 to 
provide direct loan funds to meet the emergency in the veterans’ housing program, to 
extend such program for an additional year, and to reactivate and revise such program, 
and for other purposes 


t 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the first sentence of section 
512 (a) (1) of the Servicemen’s Readjustment Act of 1944 is amended by strik- 
ing out the semicolon at the end of subparagraph (D) and all that follows 
and inserting a period. 
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Sec. 2. Section 512 (a) (2) of such Act is amended by striking out “in such 
area” in subparagraph (C), and by inserting immediately below subparagraphs 
(D) the following: “Loans made under this section may be processed by the 
Administrator or his agent without referral to any other department or agency 
of the United States or to any private lender or group of lending agencies.” 

Sec. 3. Section 512 (b) (A) of such Act is amended by inserting “(1) except 
as provided in clause (2) of this subparagraph” immediately after “(A)”, and 
by inserting immediately before the semicolon at the end thereof the following: 
“; or (2) in case the veteran is entitled to $7,500 guaranty under such section 
501, the loan may be in an amount up to $20,000”. 

Sec. 4. Section 512 (b) (B) of such Act is amended by inserting immedi- 
ately before the semicolon at the end thereof the following: “; or if the amount 
of the loan exceeds $10,000, the guaranty entitlement of the veteran shall be 
charged with $7,500”. 

Sec. 5. Section 512 (b) (C) of such Act is amended by striking out “1958” 
and inserting “1959”. 

Sec. 6. Section 512 (f) of such Act is amended by striking out “No” and in- 
serting “Except with respect to loans described in subsection (b) (A) (2), no”. 

Sec. 7. Section 512 of such Act is further amended by adding at the end 
thereof the following : 

“(g) (1) The Administrator may authorize any savings bank or saving and 
loan association whose accounts are insured by either the Federal Deposit In- 
surance Corporation or the Federal Savings and Loan Insurance Corporation to 
act as his agent in receiving and processing applications for loans under this 
section, and granting and servicing such loans, including collection of interest 
and amortization. The Administrator shall prescribe regulations with respect 
to applications for loans made under this section and standards to be followed 
in determining eligibility of applicants for such loans. 

“(2) The Administrator shall pay to each savings bank and savings and loan 
institution which acts as agent for him under this subsection a fee out of the 
income derived from loans made under this section for so acting as agent. The 
maximum amount of such fee with respect to any calendar year for any savings 
bank or savings and loan institution shall not exceed one-half of 1 per centum 
of the average outstanding principal balance during such year of loans serviced 
by such bank or institution as an agent under this subsection. Such fees shall 
not be taken into account in determining charges which may be made by any 
such bank or institution in connection with the closing of loans or the fore- 
closure of mortgages.” 

Sec. 8. (a) Section 513 (a) of such Act is amended by striking out “1957” 
and inserting “1959”. 

(b) Section 513 (b) of such Act is amended by striking out “1958” and insert- 
ing “1960”. 

(c) Section 513 (d) of such Act is amended by inserting immediately before 
the last sentence thereof the following: “In addition, the Secretary of the Treas- 
ury shall make available to the Administrator between the date of enactment of 
this sentence and J'une 30, 1959, such additional sums not in excess of $2,000,- 
000,000 as the Administrator may request. Sixty-five per centum of the sums 
made available under the preceding sentence shall be allocated by the Adminis- 
trator for making loans to veterans for housing located in metropolitan areas 
in the United States, and 35 per centum of such sums shall be allocated by. 
the Administrator for making loans to veterans for housing not located in 
such areas.” 





[H. R. 11015, 85th Cong., 2d sess.] 


A BILL To amend section 513 of the Servicemen’s Readjustment Act of 1944, as amended, 
in order to provide direct loan funds to meet the emergency in the veterans’ housing 
program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 513 of the Servicemen’s Read- 
justment Act of 1944 is amended by adding at the end thereof the following new 
subsection : 

“(e) Notwithstanding any other provision of this title, the Secretary of the 
Treasury is authorized and directed between the effective date of this subsection 
and June 30, 1958, to make available to the Administrator such additional sums 
not in excess of $1,000,000,000, as the Administrator may request. The Admin- 
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istrator is authorized and directed to use such funds for the purpose of making 
direct loans to veterans in any areas upon a finding that the loans and the vet- 
erans are eligible in all respects, but that the veterans are unable to obtain financ- 
ing for guaranteed loans. Funds for such loans or the commitments to make 
such loans, shall be allocated by the Administrator in such manner as he deems 
proper for carrying out the provisions of this section. Such loans may be 
processed by the Administrator without referral to any other department or 
agency of the Government or to any private lender or group of lending agencies. 
Except as expressly modified here, the provisions of sections 512 and 513 of this 
title shall remain fully applicable, provided that with respect to any veteran 
who has not previously availed himself of his guaranty entitlement, or whose 
entitlement has been excluded pursuant to section 500 (a) hereof, the original 
principal amount of the loan shall not exceed $20,000.” 


[H. R. 11051, 85th Cong., 2d sess.] 


A BILL To extend the loan guaranty program for World War II veterans for two years, 
extend the direct loan program for a like period, authorize an interest rate on guaranteed 
and direct loans commensurate with that applicable to mortgages insured under section 
203 of the National Housing Act, to increase the maximum direct loan to $13,500, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 500 (b) of the Servicemen’s 
Readjustment Act of 1944 is amended by striking out the last proviso and insert- 
ing in lieu thereof the following: “And provided further, That the Administrator, 
with the approval of the Secretary of the Treasury, may prescribe by regulation 
from time to time such rate of interest as he may find the loan market demands, 
but the rate of interest so prescribed by the Administrator shall not exceed at 
any time the rate of interest (exclusive of premium charges for insurance and 
service charges) established by the Federal Housing Commissioner under sec- 
tion 208 (b) (5) of the National Housing Act.” 

(b) Section 512 (b) of such Act is amended by striking out “and in no event 
to exceed 4% per centum per annum”. 

(c) The provisions of the Servicemen’s Readjustment Act of 1944 with respect 
to the interest chargeable on loans made or guaranteed under such Act which 
were in effect prior to the date of enactment of this Act shall, notwithstanding 
the amendments made by this section, continue to be applicable (1) to any loan 
made or guaranteed prior to such date of enactment, and (2) to any loan with 
respect to which a commitment to guarantee has been entered into by the Vet- 
erans’ Administration prior to such date. 

Sec. 2. Section 512 of the Servicemen’s Readjustment Act of 1944 is amended 
by striking out “$10,000” wherever it appears and inserting in lieu thereof 
“$13,500”. 

Sec. 3. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 is 
amended by striking out “eleven” and inserting in lieu thereof “thirteen”. 

(b) Section 500 (g) of such Act is amended by striking out “July 25, 1958” 
and “July 25, 1959” and inserting in lieu thereof “July 25, 1960” and “July 25, 
1961”,, respectively. 

(c) Seetion 507 of such Act is amended by strikng out “eleven” and inserting 
in lieu thereof “thirteen”’. 

(d) Section 512 (b) (C) of such Act is amended by striking out “June 30, 
1958” and inserting in lieu thereof “July 25, 1960”. 

(e) Section 513 (a) of such Act is amended (1) by striking out “June 30, 1957” 
and inserting in lieu thereof “July 25, 1960", and (2) by inserting immediately 
before the period at the end of the second sentence thereof the following: “re- 
taining, however, a reasonable reserve for making loans with respect to which 
he has entered into commitments with veterans before such last day”. 

(f) Section 513 (c) of such Act is amended by striking out “1958” and insert- 
ing in lieu thereof “1961”. 

Sec. 4. Section 513 (d) of the Servicemen’s Readjustment Act of 1944 is 
amended by striking out that part of the first sentence which follows “(not in 
excess of $150,000,000 in any one fiscal year) as the Administrator may request”, 
and inserting in lieu thereof a period and the following: “The Secretary of the 
Treasury shall also advance to the Administrator from time to time until June 
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30, 1960, such additional sums (not in excess of $100,000,000 in any one fiscal year) 

as the Administrator may request. The aggregate amount so advanced in any one 

quarter annual period shall not exceed the sum of $50,000,000 less that amount 

which had been returned to the revolving fund during the preceding quarter 

annual period from the sale of loans pursuant to section 512 (d) of this title.” 
Sec. 5. Section 605 of the Housing Act of 1957 is hereby repealed. 


[H. R. 11109, 85th Cong., 2d sess.] 


A BILL To extend the loan guaranty program for World War II veterans for two years, 
extend the direct loan program for a like period, authorize an interest rate on guaranteed 
and direct loans commensurate with that applicable to mortgages insured under section 
203 of the National Housing Act, to increase the maximum direct loan to $13,500, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 500 (b) of the Servicemen’s 
Readjustment Act of 1944 is amended by striking out the last proviso and in- 
serting in lieu thereof the following: “And provided further, That the Admin- 
istrator, with the approval of the Secretary of the Treasury, may prescribe by 
regulation from time to time such rate of interest as he may find the loan 
market demands, but the rate of interest so prescribed by the Administrator 
shall not exceed at any time the rate of interest (exclusive of premium charges 
for insurance and service charges) established by the Federal Housing Com- 
missioner under section 203 (b) (5) of the National Housing Act.” 

(b) Section 512 (b) of such Act is amended by striking out “and in no event 
to exceed 41%4 per centum per annum.” 

(ce) The provisions of the Servicemen’s Readjustment Act of 1944 with respect 
to the interest chargeable on loans made or guaranteed under such Act which 
were in effect prior to the date of enactment of this Act shall, notwithstanding 
the amendments made by this section, continue to be applicable (1) to any loan 
made or guaranteed prior to such date of enactment, and (2) to any loan with 
respect to which a commitment to guarantee has been entered into by the 
Veterans’ Administration prior to such date. 

Sec. 2. Section 512 of the Servicemen’s Readjustment Act of 1944 is amended 
by striking out “$10,000” wherever it appears and inserting in lieu thereof 
“$13,500.” 

Sec. 3. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 is 
amended by striking out “eleven” and inserting in lieu thereof “thirteen.” 

(b) Section 500 (g) of such Act is amended by striking out “July 25, 1958” 
and “July 25, 1959” and inserting in lieu thereof “July 25, 1960” and “July 25, 
1961,” respectively. 

(c) Section 507 of such Act is amended by striking out “eleven” and inserting 
in lieu thereof “thirteen.” 

(d) Section 512 (b) (C) of such Act is amended by striking out “June 30, 
1958” and inserting in lieu thereof “July 25, 1960.” 

(e) Section 518 (a) of such Act is amended (1) by striking out “June 30, 
1957” and inserting in lieu thereof “July 25, 1960,” and (2) by inserting imme- 
diately before the period at the end of the second sentence thereof the following: 
“retaining, however, a reasonable reserve for making loans with respect to 
which he has entered into commitments with veterans before such last day.” 

(f) Section 513 (c) of such Act is amended by striking out “1958” and insert- 
ing in lieu thereof “1961.” 

Sec. 4. Section 513 (d) of the Servicemen’s Readjustment Act of 1944 is 
amended by striking out that part of the first sentence which follows “(not in 
excess of $150,000,000 in any one fiscal year) as the Administrator may request,” 
and inserting in lieu thereof a period and the following: “The Secretary of 
the Treasury shall also advance to the Administrator from time to time until 
June 30, 1960, such additional sums (not in excess of $100,000,000 in any one 
fiscal year) as the Administrator may request. The aggregate amount so ad- 
vanced in any one quarter annual period shall not exceed the sum of $50,000,000 
less that amount which had been returned to the revolving fund during the 
preceding quarter annual period from the sale of loans pursuant to section 
512 (d) of this title.” 

Seo. 5. Section 605 of the Housing Act of 1957 is hereby repealed. 
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[H. R. 11136, 85th Cong., 2d sess. ] 


A BILL To encourage new residential construction for veterans’ housing in rural areas and 
small cities and towns by raising the maximum amount in which direct loans may be 
made from $10,000 to $13,500, to authorize advance financing commitments, to extend 
the direct loan program for veterans, and for other purposes 


0 FE 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Read- 
justment Act of 1944 (38 U. S. C., sec. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of 
this title is not and has not been generally available to veterans living in rural 
areas, or in small cities and towns not near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit for veterans living 
in such rural areas and such small cities and towns. 

“(b) When ever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area 
or small city or town as a ‘housing credit shortage area’, and shall make, or 
enter into commitments to make, loans for any or all of the following purposes 
in such area— 

“(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 

(2) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home; 

“(3) For the construction on land owned by a veteran of a farm residence 
to be occupied by him as his home; or 

“(4) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 


If there is an indebtedness which is secured by a lien against land owned by a 
veteran, the proceeds of a loan made under this section for the construction of a 
dwelling or farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess of the 
amount of the lien. 

“(e) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) heisa satisfactory credit risk ; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 501 of this title ; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount 
of guaranty to which the veteran is entitled under section 501 at the time the 
loan is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origination of loans made 
under this section, which expenses, or a reasonable flat allowance in lieu thereof, 
shall be paid by the veteran in addition to the loan closing costs. 
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“(4) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in para- 
graphs (2), (3), or (4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not les than par ; that is, the unpaid balance plus accrued interest, and shall 
guarantee any loan thus sold subject to the same conditions, terms, and limita- 
tions which would be applicable were the loan guaranteed under section 501 of 
this title. 

(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commit- 
ment with such builder or sponsor, under which funds available for loans under 
this section will be reserved for a period not in excess of three months, or such 
longer period as the Administrator may authorize to meet the needs in any par- 
ticular case, for the purpose of making loans to veterans to purchase such 
dwellings. Such commitment may not be assigned or transferred except with 
the written approval of the Administrator. The Administrator shall not enter 
into any such commitment unless such builder or sponsor pays a nonrefundable 
commitment fee to the Administrator in an amount determined by the Adminis- 
trator, not to exceed 2 per centum of the funds reserved for such builder or 
sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dwelling, up to a maximum in advances of (A) the cost of the land plus 
(B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a vet- 
eran a loan under this subsection, he may refer the proposed loan to the Volun- 
tary Home Mortgage Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as provided in paragraph (5) 
of subsection (d) of this section. If, before the expiration of sixty days after 
the loan made to the veteran by the Administrator is fully disbursed, a private 
lender agrees to purchase such loan, all or any part of the commitment fee paid 
to the Administrator with respect to such loan may be paid to such private 
lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a 
part of the special deposit account referred to in subsection (c) of section 513 
of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of 
such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 
1959, except that if a commitment to a veteran to make such a loan was issued 
by the Administrator before that date the loan may be completed after that date. 

“(g) (1) The Adminisrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall con- 
tinue such processing notwithstanding the fact that the assistance of the Volun- 
tary Home Mortgage Credit Committee has been requested by the Administrator 
for the purpose of ascertaining whether or not such loan can be placed with a 
private lender. 

“(2) If the assistance of such Committee has been requested by the Adminis- 
trator in connection with any such application, and the Administrator is not 
notified by such Committee within (A) twenty days after such assistance has 
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been requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forthwith 
to complete any part of the processing of such application remaining unfinished, 
and to grant or deny the application in accordance with the provisions of this 
section.” 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. S. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, and 
(2) by inserting immediately before the period at the end of the second sentence 
thereof the following: “retaining, however, a reasonable reserve for making loans 
with respect to which he has entered into commitments with veterans before 
such last day”. 

(b) Subsection (c) of such section is amended by striking out “June 30, 
1958” and inserting “June 30, 1960.” 

(c) Subsection (d) of such section 513 is amended by striking out ‘1957” 
and inserting ‘1959.” 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U. 8. C., see. 694) is amended by striking out all that follows “in this title,” 
and inserting “is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made for 
any of the purposes specified in section 501 of this title and not exceeding 50 
per centum of the loan if made for any of the purposes specified in section 
502, 503, or 507 of this title: Provided, That unless the loan is made for one of 
the purposes specified in section 501 of this title the aggregate amount guaran- 
teed shall not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in 
the case of real-estate loans, or a prorated portion thereof on loans of both 
types or combination thereof.” 

(b) Subsection (b) of section 501 of such Act (38 U. 8S. C., sec. 694a) is 
amended by striking out all that follows ‘“(b)” to the colon immediately pre- 
ceding the first proviso and inserting: “Any loan made to a veteran for any 
of the purposes specified in subsection (a) or subsection (c) of this section 
501 is automatically guaranteed, if otherwise made pursuant to the provisions 
of this title, in an amount not exceeding 60 percentum of the loan.” 

(c) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed.” 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. 8S. C. 694) is amended by striking out “eleven” and inserting in lieu 
thereof “twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or 
an application for loan guaranty relating to a loan under this title has been 
received by the Administrator on or before July 25, 1959, such loan may be 
guaranteed or insured under the provisions of this title on or before July 25, 
1960.” 

(c) Section 507 of such Act (38 U. S. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve”. 


[H. R. 11290, 85th Cong., 2d sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to stimulate the veterans’ 
housing program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 512 of the Servicemen’s 
Readjustment Act of 1944 (38 U. S. C. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of 
this title is not and has not been generally available to veterans living in 
rural areas, or in small cities and towns not near large metropolitan areas. 
It is therefore the purpose of this section to provide housing credit for veterans 
living in such rural areas and such small cities and towns. 

“(b) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area 
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or small city or town as a ‘housing credit shortage area’, and shall make, or 
enter into commitments to make, loans for any or all of the following purposes 
in such area— 

““(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 

“(2) For the purchase of a farm on which there is a farm residence 
to be owned and occupied by a veteran as his home; 

“(3) For the construction on land owned by a veteran of a farm resi- 
dence to be occupied by him as his home; or 

“(4) For the repair, alteration; or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by 
a veteran, the proceeds of a loan made under this section for the construction 
of a dwelling or farm residence on such land may be expended also to liquidate 
such lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. 

“(c) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is a satisfactory credit risk; 

(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses ; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized 
for guaranteed home loans, a loan for such purpose for which he is 
qualified under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate determined 
by the Administrator, not to exceed the rate authorized for guaranteed home 
loans, and shall be subject to such requirements or limitations prescribed for 
loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount 
of guaranty to which the veteran is entitled under section 501 at the time the 
loan is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $13,500. 

“(3) In eonnection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and 
improvements, and to meet the incidental expenses of the transaction. The 
Administrator shall determine the expenses incident to origination of loans 
made under this section, which expenses, or a reasonable flat allowance in lieu 
thereof, shall be paid by the veteran in addition to the loan closing costs. 

(4) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in 
paragraph (2), (3), or (4) of subsection (b), the Administrator may provide 
that such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more 
that $13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under 
this section will be reserved for a period not in excess of three months, or such 
longer period as the Administrator may authorize to meet the needs in any 
particular case, for the purpose of making loans to veterans to purchase such 
dwellings. Such commitment may not be assigned or transferred except with 
the written approval of the Administrator. The Administrator shall not enter 
into any such commitment unless such builder or sponsor pays a nonrefundable 
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commitment fee to the Administrator in an amount determined by the Admin- 
istrator, not to exceed 2 per centum of the funds reserved for such builder 
or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted 
to be sold, to a veteran eligible for a direct loan under this section, the Ad- 
ministrator shall enter into a commitment to make the veteran a loan for the 
purchase of such dwelling. With respect to any loan made to an eligible vet- 
eran under this subsection, the Administrator may make advances during the 
construction of the dwelling, up to a maximum in advances of (A) the cost of 
the land plus (B) 80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a conimitment to make a 
veteran a loan under this subsection, he may refer the proposed loan to the 
Voluntary Home Mortgage Credit Committee, in order to afford a private lender 
the opportunity to acquire such loan subject to guaranty as provided in para- 
graph (5) of subsection (d) of this section. If, before the expiration of sixty 
days after the loan made to the veteran by the Administrator is fully disbursed, 
a private lender agrees to purchase such loan, all or any part of the commitment 
fee paid to the Administrator with respect to such loan may be paid to such 
private lender when such loan is so purchased. 

“If a private lender has not purchased or agreed to purchase such loan be- 
fore the expiration of sixty days after the loan made by the Administrator is 
fully disbursed, the commitment fee paid with respect to such loan shall become 
a part of the special deposit account referred to in subsection (c) of section 513 
of this title. If a loan is not made to a veteran for the purchase of a dwelling, 
the commitment fee paid with respect to such dwelling shall become a part of 
such special deposit account. 

“(4) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (b) of section 504 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general hous- 
ing facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 1960, 
except that if a commitment to a veteran to make such a loan was issued by the 
Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any application 
for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Ad- 
ministrator for the purpose of ascertaining whether or not such loan can be 
placed with a private lender. 

“(2) If the assistance of such Committee has been requested by the Ad- 
ministrator in connection with any such application, and the Administrator is 
not notified by such Committee within (A) twenty days after such assistance has 
been requested, or (B) twenty days after the date of enactment of this sub- 
section, whichever is the later, that it has been successful in enabling the ap- 
plicant to place such loan with a private lender, the Administrator shall pro- 
ceed forthwith to complete any part of the processing of such application re- 
maining unfinished, and to grant or deny the application in accordance with the 
provisions of this section.” 

(b) (1) Subsection (a) of section 513 of such Act (38 U. S. C. 694m) is 
amended (1) by striking out “June 30, 1957” and inserting “July 25, 1960", and 
(2) by inserting immediately before the period at the end of the second sen- 
tence thereof the following: “retaining, however, a reasonable reserve for mak- 
ing loans with respect to which he has entered into commitments with veterans 
before such last day”. 

(2) Subsection (c) of such section is amended by striking out “June 30, 1958” 
and inserting “June 30, 1961.” 

(3) Subsection (d) of such section 513 is amended by striking out 1957” 
and inserting ‘1960”. 

(c) (1) The fourth sentence of subsection (a) of section 500 of such Act 
(38 U. 8S. C. 694) is amended by striking out all that follows “in this title,’ and 
inserting “is automatically guaranteed by the Government by this title in an 
amount not exceeding 60 per Centum of the loan if the loan is made for any 
of the purposes specified iu section 501 of this title and not exceeding 50 per 
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centum of the loan if made for any of the purposes specified in section 502, 
503, or 507 of this title: Provided, That unless the loan is made for one of the 
purposes specified in section 501 of this title the aggregate amount guaranteed 
shall not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the 
case of real-estate loans, or a prorated portion thereof on loans of both types 
or combinations thereof.”. 

(2) Subsection (b) of section 501 of such Act (38 U. S. C. 694a) is amended 
by striking out all that follows “(b)” to the colon immediately preceding the 
first proviso and inserting: “Any loan made to a veteran for any of the purposes 
specified in subsection (a) or subsection (c) of this section 501 is automatically 
guaranteed, if otherwise made pursuant to the provisions of this title, in an 
amount not exceeding 60 per centum of the loan’. 

(3) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”. 

(d) (1) Seetion 500 (a) of the Servicemen’s Readjustment Act of 1944 (38 
U. S. C. 694) is amended by striking out “eleven” and inserting in lieu thereof 
“thirteen”. 

(2) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or 
an application for loan guaranty relating to a loan under this title has been 
received by the Administrator on or before July 25, 1960, such loan may be 
guaranteed or insured under the provisions of this title on or before July 
25, 1961.” 

(3) Section 507 of such Act (388 U. 8. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “thirteen”. 

(e) (1) Section 500 (b) of the Servicemen’s Readjustment Act of 1944 is 
amended by striking out the last proviso and inserting in lieu thereof the fol- 
lowing: “And provided further, That the Administrator, with the approval of 
the Secretary of the Treasury, may prescribe by regulation from time to time 
such rate of interest as he may find the loan market demands, but the rate of 
interest so prescribed by the Administrator shall not exceed at any time the 
rate of interest (exclusive of premium charges for insurance, and service charges 
if any), established by the Federal Housing Commissioner under section 203 (b) 
(5) of the National Housing Act, less one-half of 1 per centum per annum; 
except that such rate shall in no event exceed 4% per centum per annum.” 

(2) The provisions of the Servicemen’s Readjustment Act of 1944 with respect 
to the interest chargeable on loans made or guaranteed under such Act which 
were in effect prior to the date of enactment of this Act shall, notwithstanding 
the amendment made by this subsection, continue to be applicable (1) to any 
loan made or guaranteed prior to such date of enactment, and (2) to any loan 
With respect to which a commitment to guarantee has been entered into by 
the Veterans’ Administration prior to such date. 

Sec. 2. Section 605 of the Housing Act of 1957 is amended (1) by striking 
out “guaranty or” in the fourth sentence; (2) by striking out “or the Ad- 
ministrator”’ in the third sentence; and (8) by striking out the second sentence. 


[H. R,. 11384, 85th Cong., 2d sess. ] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to extend the direct and 
guaranteed loan programs for two years: to provide that the rate of interest on direct 
and guaranteed loans shall be prescribed by the Administrator of Veterans’ Affairs; and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) sections 500 (a) and 507 of 
the Servicemen’s Readjustment Act of 1944 are each amended by striking out 
“eleven” and inserting “thirteen”. 

(b) Section 500 (g) of such Act is amended by striking out “1958” and 
“1959” and inserting in lieu thereof “1960” and “1961”, respectively. 

(c) Section 512 (b) (CC) of such Act is amended by striking out “1958” and 
inserting “1960”. 

Sec. 2. (a) (1) The last proviso of section 500 (b) of such Act is amen ted to 
read as follows: “: And provided further, That the Administrator may prescribe 
by regulation from time to time such rate of interest as he may find the loan 
market demands”. 

(2) The provisions of the Servicemen’s Readjustment Act of 1944 with 
respect to the interest chargeable on loans made or guaranteed under such 
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Act which were in effect prior to the date of enactment of this Act shall, not- 
withstanding the amendment made by this subsection, continue to be applicable 
(A) to any loan made or guaranteed prior to such date of enactment, and (B) 
to any loan with respect to which a commitment to guarantee has been entered 
into by the Veterans’ Administration prior te such date. 

(b) Section 512 (b) of such Act is amended by striking out “and in no event 
to exceed 414 per centum per annum and”. 

Sec. 8 (a) Section 513 (a) of such Act is amended (1) by striking out “1957” 
and inserting “1960”, and (2) by inserting immediately before the period at the 
end of the second sentence thereof the following: “retaining, however, a reason- 
able reserve for making loans with respect to which he has entered into com- 
mitments with veterans before such last day”. 

(b) Section 513 (c) of such Act is amended by striking out “1958” and insert- 
ing “1960”. 

(c) Section 513 (d) of such Act is amended (1) by striking out “1957” and 
inserting “1960”, (2) by striking out ‘$150,000,000” and inserting ‘“$200,000,000", 
and (3) by striking out “$50,000,000” and inserting “$65,000,000”. 

Sec. 4. Subsection (f), and paragraphs (A) and (B) of subsection (b) of 
section 512 of such Act are amended by striking out “$10,000° and inserting 
$13,500". 


[H. R. 114386, 85th Cong., 2d sess. ] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to extend the direct and 
guaranteed loan programs for two years; to provide that the rate of interest on direct 
and guaranteed loans shall be prescribed by the Administrator of Veterans’ Affairs; to 
eliminate discount controls on such loans ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) sections 500 (a) and 507 of the 
Servicemen’s Readjustment Act of 1944 are each amended by striking out “eleven” 
and inserting “thirteen”. 

(b) Section 500 (g) of such Act is amended by striking out “1958” and “1959” 
and inserting in lieu thereof “1960” and “1961”, respectively. 

(c) Section 512 (b) (C) of such Act is amended by striking out “1958” and in- 
serting “1960”. 

Sec. 2. (a) (1) The last proviso of section 500 (b) of such Act is amended to 
read as follows: ““: And provided further, That the Administrator may prescribe 
by regulation from time to time such rate of interest as he may find the loan 
market demands”. 

(2) The provisions of the Servicemen’s Readjustment Act of 1944 with respect 
to the interest chargeable on loans made or guaranteed under such Act which 
were in effect prior to the date of enactment of this Act shall, notwithstanding 
the amendment made by this subsection, continue to be applicable (A) to any 
loan made or guaranteed prior to such date of enactment, and (B) to any 
loan with respect to which a commitment to guarantee has been entered into by 
the Veterans’ Administration prior to such date. 

(b) Section 512 (b) of such Act is amended by striking out “and in no event 
to exceed 41%4 per centum per annum and”. 

Sec. 3. (a) Section 513 (a) of such Act is amended (1) by striking out “1957” 
and inserting “1960”, and (2) by inserting immediately before the period at the 
end of the second sentence thereof the following: “retaining, however, a reason- 
able reserve for making loans with respect to which he has entered into commit- 
ments with veterans before such last day”. 

(b) Section 513 (c) of such Act is amended by striking out “1958” and insert- 
ing “1960”. 

(c) Section 513 (d) of such Act is amended (1) by striking out “1957” and 
inserting “1960”, (2) by striking out “$150,000,000” and inserting “$200,000,000”, 
and (3) by striking out “$50,000,000” and inserting “$65,000,000”. 

Sec. 4. Subsection (f), and paragraphs (A) and (B) of subsection (b) of 
oe 512 of such Act are amended by striking out “$10,000” and inserting 
“$13,500”. 

Sec. 5. Section 605 of the Housing Act of 1957 is amended (1) by striking out 
“guaranty or” in the fourth sentence; (2) by striking out “or the Administrator” 
in the third sentence; and (3) by striking out the second sentence. 
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[H. R. 11505, 85th Cong., 2d sess. ] 


A BILL To encourage new residential construction for veterans’ housing in rural areas 
and small cities and towns by raising the maximum amount in which direct loans may 
be made from $10,000 to $13,500, to authorize advance financing commitments, to extend 
the direct loan program for veterans, and for other purposes 


Be it enacted by the Senate and House of Representative of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Re- 
adjustment Act of 1944 (38 U.S. C., sec. 694 (1)) is amended to read as follows: 


“DIRECT LOANS TO VETERANS 


“Sec. 512. (a) The Congress finds that housing credit under section 501 of 
this title is not and has not been generally available to veterans living in rural 
areas, or in small cities and towms not near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit for veterans liv- 
ing in such rural areas and such small cities and towns. 

“(b) Whenever the Administrator finds that private capital is not generally 
available in any rural area or small city or town for the financing of loans 
guaranteed under section 501 of this title, he shall designate such rural area or 
small city or town as a ‘housing credit shortage area’, and shall make, or enter 
into commitments to make, loans for any or all of the following purposes in 
such area— 

“(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 

“(2) For the purchase of a farm on which there is a farm residence to 
be owned and occupied by a veteran as his home; 

“(3) For the construction on land owned by a veteran of a farm resi- 
dence to be occupied by him as his home; or 

“(4) For the repair, alteration, or improvement of a farm residence or 
other dwelling owned by a veteran and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by a 
veteran, the proceeds of a loan made under this section for the construction of 
a dwelling or farm residence on such land may be expended also to liquidate 
such lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. 

“(c¢) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is a satisfactory credit risk; 

“(2) the payments to be required under the proposed loan bear a proper 
relation to his present and anticipated income and expenses; 

“(3) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 501 of this title; and 

“(4) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act or under the 
Housing Act of 1949. 

“(d) (1) Loans made under this section shall bear interest at a rate de- 
termined by the Administrator, not to exceed that rate authorized for guaran- 
teed home loans, and shall be subject to such requirements or limitations pre- 
scribed for loans guaranteed under this title as may be applicable. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $13,500 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the 
loan is made bears to $7,500; and the guaranty entitlement of any veteran who 
heretofore or hereafter has been granted a loan under this section shall be 
charged with an amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $13,500. 

“(3) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origination of loans made 
under this section, which expenses, or a reasonable flat allowance in lieu thereof, 
shall be paid by the veteran in addition to the loan closing costs. 
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“(4) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in para- 
graph (2), (3), or (4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or annual installments. 

“(5) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
501 of this title. 

“(6) No veteran may obtain loans under this section aggregating more than 
$13,500. 

“(e) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which funds available for loans under this 


section will be reserved for a period not in excess of three months, or such longer 


period as the Administrator may authorize to meet the needs in any particular 
ease, for the purpose of making loans to veterans to purchase such dwellings. 
Such commitment may not be assigned or transferred except with the written 
approval of the Administrator. The Administrator shall not enter into any such 
commitment unless such builder or sponsor pays a nonrefundable commitment 
fee to the Administrator in an amount determined by the Administrator, not to 
exceed 2 per centum of the funds reserved for such builder or sponsor. 

“Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection, has been sold, or contracted to be 
sold, to a veteran eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for the purchase of 
such dwelling. With respect to any loan made to an eligible veteran under this 
subsection, the Administrator may make advances during the construction of 
the dwelling, up to a maximum in advances of (A) the cost of the land plus (B) 
80 per centum of the value of the construction in place. 

“(3) After the Administrator has entered into a commitment to make a vet- 
eran a loan under this subsection, he may refer the proposed loan to the Volun- 
tary Home Mortgage Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as provided in paragraph 
(5) of subsection (d) of this section. If, before the expiration of sixty days 
after the loan made to the veteran by the Administrator is fully disbursed, a 
private lender agrees to purchase such loan, all or any part of the commitment 
fee paid to the Administrator with respect to such loan may be paid to such pri- 
vate lender when such loan is so purchased. 

“Tf a private lender has not purchased or agreed to purchase such loan before 
the expiration of sixty days after the loan made by the Administrator is fully 
disbursed, the commitment fee paid with respect to such loan shall become a part 
of the special deposit account referred to in subsection (c) of section 513 of this 
title. If a loan is not made to a veteran for the purchase of a dwelling, the com- 
mitment fee paid with respect to such dwelling shall become a part of such spe- 
cial deposit account. 

“(4) The Administrator may exempt dwellings constructed through assist- 
ance provided by this subsection from the minimum land planning and subdivi- 
sion requirements prescribed pursuant to subsection (b) of section 504 of this 
title, and with respect to such dwellings may prescribe special minimum land 
planning and subdivision requirements which shall be in keeping with the general 
housing facilities in the locality but shall require that such dwellings meet mini- 
mum requirements of structural soundness and general acceptability. 

“(f) The authority to make loans under this section shall expire July 25, 1959, 
except that if a commitment to a veteran to make such a loan was issued by the 
Administrator before that date the loan may be completed after that date. 

“(g) (1) The Administrator shall commence the processing of any applica- 
tion for a loan under this section upon the receipt of such application, and shall 
continue such processing notwithstanding the fact that the assistance of the 
Voluntary Home Mortgage Credit Committee has been requested by the Admin- 
istrator for the purpose of ascertaining whether or not such loan can be placed 
with a private lender. 

“(2) If the assistance of such Committee has been requested by the Adminis- 
trator in connection with any such application, and the Administrator is not noti- 
fied by such Committee within (A) twenty days after such assistance has been 
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requested, or (B) twenty days after the date of enactment of this subsection, 
whichever is the later, that it has been successful in enabling the applicant to 
place such loan with a private lender, the Administrator shall proceed forthwith 
to complete any part of the processing of such application remaining unfinished, 
and to grant or deny the application in accordance with the provisions of this 
section.”’ 

Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U. 8. C., sec. 694m) 
is amended (1) by striking out “June 30, 1957” and inserting “July 25, 1959”, and 
(2) by inserting immediately before the period at the end of the second sentence 
thereof the following: “retaining, however, a reasonable reserve for making loans 
with respect to which he has entered into commitments with veterans before 
such last day”. 

(b) Subsection (¢c) of such section is amended by striking out “June 30, 
1958” and inserting “June 30, 1960". 

(ce) Subsection (d) of such section 513 is amended by striking out 1957” 
and inserting “1959”. 

Sec. 3. (a) The fourth sentence of subsection (a) of section 500 of sueh 
Act (38 U.S. C., sec. 694) is amended by striking out all that follows “in this 
title,” and inserting “is automatically guaranteed by the Government by this 
title in an amount not exceeding 60 per centum of the loan if the loan is made 
for any of the purposes specified in section 501 of this title and not exceeding 
50 per centum of the loan if made for any of the purposes specified in section 
02, 503, or 507 of this title: Provided, That unless the loan is made for one of 
the purposes specified in section 501 of this title the aggregate amount guaran- 
teed shall not exceed $2,000 in the case of non-real-estate loans, nor $4,000 in the 
case of real-estate loans, or a prorated portion thereof on loans of both types 
or combination thereof.”’. 

(b) Subsection (b) of section 501 of such Act (38 U. 8S. C., see 694a) is 
amended by striking out all that follows “(b)” to the colon immediately pre- 
ceding the first proviso and inserting: “Any loan made to a veteran for any of 
the purposes specified in subsection (a) or subsection (c) of this section 501 
is automatically guaranteed, if otherwise made pursuant to the provisions of 
this title, in an amount not exceeding 60 per centum of the loan”. 

(¢) Subsection (c) of such section 501 is amended by striking out “may be 
guaranteed” and inserting “is automatically guaranteed”, 

Sec. 4. (a) Section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(38 U. S. C. 694) is amended by striking out “eleven” and inserting in lieu 
thereof “twelve”. 

(b) Subsection (g) of such section is amended to read as follows: 

“(g) Notwithstanding any other provision of this title, if a loan report or an 
application for loan guaranty relating to a loan under this title has been re- 
ceived by the Administrator on or before July 25, 1959, such loan may be 
guaranteed or insured under the provisions of this title on or before July 25, 
1960.” 

(e) Section 507 of such Act (38 U. 8S. C. 694h) is amended by striking out 
“eleven” and inserting in lieu thereof “twelve”. 


[ H. R. 11597, 85th Cong., 2d SeSs. ] 


A BILI. To amend the Servicemen’s Readjustment Act of 1944 to provide authority for 
the Administrator of Veterans’ Affairs to prescribe the rate of interest on guaranteed 
or direct home loans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) (1) the last proviso of section 
500 (b) of the Servicemen’s Readjustment Act of 1944 is amended to read as 
follows: ‘“*: And provided further, That the Administrator may prescribe by 
regulation from time to time such rate of interest as he may find the loan 
market demands”. 

(2) The provisions of the Servicemen’s Readjustment Act of 1944 with re- 
spect to the interest chargeable on loans made or guaranteed under such Act 
which were in effect prior to the date of enactment of this Act shall, notwith- 
standing the amendment made by this subsection, continue to be applicable (A) 
to any loan made or guaranteed prior to such date of enactment, and (B) to any 
loan with respect to which a commitment to guarantee has been entered into 
by the Veterans’ Administration prior to such date. 
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(b) Section 512 (b) of such Act is amended by striking out “and in no event 
to exceed 41%4 per centum per annum and”, 

The Cuarrman. All right, Mr. Daley, you may proceed. 

Mr. Datey. Mr. C hairman, we are pleased to appear before the 
committee and report on the current status of the loan guaranty and 
direct loan programs of the Veterans’ Administration. 

We shall also discuss certain bills pertaining to these programs 
which are pending before this committee. 

During the past several months, the loan-guaranty program has 
slowed down to a mere trickle compared with the very substantial 
volume of past activity. The attached exhibit A is a table showing 
our appraisal requests on new and existing construction, and the num- 
ber of dwelling units started under VA compliance e inspections. 

The Cuarmman. I want to talk about that exhibit for a second. 

Tom, how did you come out last year on your predictions for vet- 
erans’ housing and the end result ? 

Mr. Sweeney. Well, Mr. Chairman, if you recall, I think you wrote 
a letter to the Administrator and we gave you the forecast. I think 
I have a copy of that, or the estimate. 

Mr. Chairman, if you recall, we reported to you on April 1, 1957, 
when certain matters were before the committee, at which time we 
made a guesstimate for the year 1957 that we would receive 275,000 
applic ations. Now the actual iuias for 1957 were 248,827. 

The Cuarrman. Wait a minute, Tom. That was applications / 

Mr. Sweeney. For home loans; yes, sir. 

The CHamman. Right. 

Mr. Sweeney. On the new homes. 

The CuHarrman. What would have happened if you had not had 
discount controls / 

Mr. Sweeney. I would think we would have come pretty close to the 
guesstimate, sir. We were slightly under, outside of the housing 
starts. We had guesstimated around 115.000 and had ae tually 128, 302, 
If we didn’t have discount controls, I would think we would be at 
about the guesstimate sent to the committee, or maybe 5 percent either 
way, sir. 

The Cuarman. That was your requests, your applications. How 
did you finally come out on the number of houses / 

Mr. Sweeney. On the appraisal requests, we made an estimate of 
330,000. Actually, there were 252,361. 

Now, Mr. Chairman, we had guesstimated 240,000 new homes. <Ac- 
tually there were 159,399. On the proposed, we made an estimate of 
90,000. Actually there were 92,962 

Now with the housing starts under the VA program, that is, where 
we make the first inspection, as I said, there was 115,000 guesstimate. 
Actually we had 128,000. So, comparably speaking, I think if we 
didn’t have the discount control, which was made effective last Au- 
gust, that these estimates that we gave to the committee would, as I 
said— 

The CuarrmMan. Would you have been very accurate. 

Mr. Sweeney. Well, pretty close. 

The Cuatrmayn. All right. 

Mr. Datey. Shall I resume, Mr. Chairman / 

The CiarrMan. Yes. 
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Mr. Darry. I may perhaps be repeating some of the detail that Mr. 
Sweeney has given you, but with your permission I will proceed with 
the text as it is prepared. 

You will note, Mr. Chairman, that in November and December 1957 
our total appraisal requests was less than 6,000 each month, and the 
requests relating to proposed dwelling units were under 4,000. 

In November 1956, at which time the effects of the shortened supply 
of mortgage credit already were being felt, we received over 37,000 
appraisal requests, nearly 22,000 relating to proposed dwelilng units. 

In November 1955 these figures were 53,000 a 30,000, respectively, 
and in November 1954, they were about 84,000 and 48,000, respectively. 

There was a small upturn in our appraisal request activity for the 
month of January 1958 when we received about 7,300 appraisal 
— 5,200 of which covered proposed dwelling units. 

Our appraisal request activity always has been the barometer we 
have used for gaging future loan volume. 

However, some of the reports which we have received indicate that 
a substantial number of the appraisal requests currently submitted 
are based on the hope that the builder will be able to get GI loan 
commitments from an investor by the time he is able to market his 
units. If this information is correct, and the proposed units are not 
covered by permanent loan commitments, it is quite likely that they 
will not result in guaranteed loans to veterans. 

Exhibit A also has a tabulation of the number of new dwelling units 
started under VA compliance inspections. In 1957 there were 128,300 
units so started, whereas in 1955, which was the peak year, the VA 
housing starts were 392,870. 

Of even greater significance is the fact that most of the 1957 VA 
housing starts were during the earlier part of the year. For example, 
in the last quarter, VA starts totaled only 20,700 and in January 1958 
there were only 4,074. 

We have had a similar decline in the number of home loans guar- 
anted and home-loan applications received as shown on exhibits B 
and C, 

Mrs. Rogers. Do you have a breakdown, State by State, of the 
number of loans ? 

Mr. Swrenry. Madam Rogers, no, I do not have that with me, but 
would be glad to furnish it for the record. 

Mrs. Rogers. Do you have any idea what the relationship is between 
the different States as to the number of loans secured ? 

Mr. Sweeney. Do you mean numerically, in relation to the veterans’ 
population ? 

Mrs. Rogers. Yes. 

Mr. Sweeney. We have the tabulation, but we don’t have it with 
us this morning. 

The CuarrMan. We do have that tabulation in the reports fur- 
nished. I think it would be helpful, though, to put it in by States. 

Mr. Sweeney. The number of loans made in reference to the vet- 
erans’ population ? 

The CuairMan. Right, 

Mr. Ayres. Would the gentleman yield ? 

The CHarrMan. Yes. 
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Mr. Ayres. Are there figures available showing the total number 
of loans that have been made to the States since the beginning of the 
program ¢ 

Mr. Sweeney. Yes; we have that here. 

Mrs. Rogers. The veterans in Massachusetts are having trouble in 
securing loans now. 

Mr. Sweeney. That is true all over the country. 

The Carman. While they are looking that up, Mr. Driver, is 
your position permanent now or is it still “Acting.” 

Mr. Drtver, I am still “Acting.” 

The Cuarrman. I trust that the permanency will come along soon. 

Mr. Driver. Thank you. 

Mr. Datey. We will supply that material for the record, Mr. 
Chairman. 

The Cuarrman. All right. 

Mr. Datey. In 1957 we received 248,800 home loan applications, 
only about 37 percent of the 669,000 applications received in 1955. 

Of the applications received in 1957, less than 180,000 related to 
new dwelling units, whereas in 1955 more than 411,000 covered new 
houses. 

In January 1958 the downward trend on home loan applications 
continued, and only 7,680 were received. 

As the decline in our guaranteed loan activity continued, the de- 
mands for our limited supply of direct loan funds increased. 

As of July 1, 1957, we had available unreserved direct loan funds i 
amounting to $120 million. Since that date we have also allotted to 
our field offices the additional amount of $24,642,000. All available 
funds, both appropriated and from principal repayments, have now 
been allotted to our field offices. We have continued our pattern of = | 
making direct loan fund allocations on the basis of the number of 
eligible veterans in the designated direct loan areas. 

As of January 31, 1958, our field offices reported that they had un- 
reserved funds amounting to $5,106,000. Solin: they also had 
380 loan applications awaiting fund reservation and 7,298 veterans 
on the active waiting list who were not furnished application forms. 
A recent check with three of our offices which had shown a substan- 
tial amount of unreserved funds in their January report has confirmed 
the fact that in February most of these funds have been used in mak- 
ing commitments to eligible veterans, and it is probably that there 
is very little of the $5,106,000 unreserved amounts still available. 

The Cuarman. Let me understand you there. 

All of the direct loan money that you have has been alloted to the 
field and there is sufficient applications to use up all the money now 
available? 

Mr. Sweeney. Yes, Mr. Chairman. If the people on the waiting 
list receive applications, I would say that the money we have allotted 
for this quarter or the remaining balance would be reserved by the 
end of March. 

The Cuarrman. In other words, if you are going to make any 
direct loans, Congress has to get some money for you ? 

Mr. Sweeney, Mr. Chairman, I have about $8,500,000 or $8,700,000 
for the last quarter, which will be repayments we will allocate for the 
last quarter of this year, and that is all we will have. 
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Mrs. Rocers. Is that State by State also? Have you that State by 
State also ¢ 

Mr. Sweenery. The direct loans? 

Mrs. Rogers. Yes. 

Mr. Sweeney. We will be glad to supply it. We will be glad to 
give you the State-by-State status of the direct loan program. 


VA direct loan program, cumulative as of Jan, 31, 1958 


| Closed and fully disbursed | Number of | Number of 











loans applications veterans 
State ensuing __..| omhand | onactive 
awaiting fund| waiting list 
Number Amount reservation 
Teteh. - <xs>- 109, 763 | $808, 869, 538 | 357 | 7, 035 
ene — | -—— ———} --- -- -- — | 
Alabama 3,440 | 27,073, 230 | 18 | 274 
Arizona ‘ : 701 5, 095, 264 1 | 72 
Arkansas... | 2,871 | 20,344,118 1 S4 
California | 2, 024 17, 898, 144 2 | 84 
Colorado. 1,389 | 10, 314, 738 14 | 123 
Connecticut !_-.. ; 
Delaware ! | 
District of Columbia !_-__. | | | ‘ 
Florida ; 1, 931 16, 546, 917 12 | 422 
Georgia- 4, 484 32, 921, 912 | 62 | 521 
Idaho 7 | 2, 089 17, 018, 853 | 0 | 12] 
Illinois ; 4,158 | 29, 081, 704 | 1 | 586 
Indiana n 3, 803 24, 669, 526 5 | 122 
Iowa 2,451 | 16,370,700 | 0 | 88 
Kansas | 1,038 | 7, 283, 000 0 | 64 
Kentucky-. 6,018 | 41, 114, 134 | 5 | 344 
Louisiana | 3, 432 27, 047, 694 3 | 165 
Maine d 1, 275 | 7, 516, 588 39 | 44 
Maryland | 1, 089 | 8, 224, 307 13 56 
Massachusetts ! | 
Michigan - - - 3, 143 23, 856, 304 0} 91 
Minnesota - - . 3,409 | 24, 182,049 2 | 235 
Mississippi ; 4,104 | 32,227,630 5 | 356 
Missouri | 4, 660 33, 453, 915 | 6 | 588 
Montana. - - - 2,088 | 15, 826,011 | 0 | 168 
Nebraska. - - | 1, 249 8, 863, 668 7.) 0 
Nevada. 465 3, 993, 746 1 | 31 
New Hampshire ! | be ; 
New Jersey '. a | - —? . 
New Mexico. . a ; | 1, 159 9, 260, 049 10 | ll 
New York- -. } 816 | 5, 467, 895 1 | y 
North Carolina. . | 6, 274 49, 385, 156 14 587 
North Dakota. - - ; : 1, 479 9, 289, 782 | 0 31 
Ohio ‘ 5,334 | 38,444, 458 19 | 109 
Oklahoma. - - | 2, 237 16, 340, 095 0 | 234 
Oregon... 1, 024 7, 956, 142 0} 0 
Pennsylvania. - - | 3, 704 25, 847, 318 0 0 
Rhode Island !-- ‘ ‘ —_ oud sien 
South Carolina. s 2, 410 18, 943, 072 23 49 
South Dakota_. | 1, 807 12, 453, 133 1 115 
Tennessee _ a ‘ 3, 136 21, 875, 148 38 | 320 
Texas ‘ / | 4,545 | 33,773,018 0 | 296 
Utah. a — 1,562 | 13,050, 369 0) 87 
Vermont | 275 | 1, 508, 339 0 | 0 
Virginia_. 2 wid p 5, 102 38, 797, 038 36 | 502 
Washington ’ ; 1, 107 8, 555, 218 | 0 0 
West Virginia. leavin 3,591 | 25, 820, 293 | 0 | 0 
Wisconsin... ; . 2,450 | 17,099, 930 | 15 0 
Wyoming d ; ; ‘i | 490 | 4, 078, 933 3 | 46 





1 No portion of State eligible for direct loans. 


As of the end of December 1957, a cumulative total of 4,600,000 guaranteed 
and direct home loans had been made to veterans using World War II entitle- 
ment. This is 30.1 percent of the 15,292,000 World War II veterans in civil life 
in the United States, Alaska, Hawaii, and Puerto Rico at the end of December. 

As of the same dates, a cumulative total of 580,000 guaranteed and direct 
home loans had been made to veterans using Korean conflict entitlement, or 
13.4 percent of the 4,336,000 Korean veterans in civil life. 

These data are not available on a current basis by individual States and 
counties. 
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Veteran participation in VA home loans—Cumulative as of Dec. 31, 1957 


| 
| 
| 





'World War II) Percent of 

















| 
| 
State Guaranteed | Direct loans | Total home | and Korean | veterans pop- 
| home loans | loans | Veteran | ulation using 
| population | VA loans 
—_--- — —— |- —— —~ —_ —_—--— | — | a 
United States total____- 5, 070, 873 | 109, 408 5, 180, 281 19, 628, 000 | 26.4 
A oi inne acti aad 62, 755 | 3, 388 | "66, 143 | 327, 000 | 20. 2 
Arizona_____-- ; | 25, 836 | 690 | 26, 526 | 111, 000 | 23.9 
ee ae 24, 051 2, 816 26, 867 | 180, 000 | 14.9 
California. __ woe otn ah 670, 778 2, 067 672, 845 | 1, 682, 000 | 40.0 
Colorado. __-_- Fe hoc cakiel 58, 974 1, 368 60, 342 | 193, 000 | 31.3 
Connecticut - -_-_-- . | 78, 431 | 0 78, 431 274, 000 | 28.6 
Delaware i | 22, 214 | 0 | 22, 214 48, 000 | 46.3 
District of Columbia. - -- 8, 830 | 0 | 8, 830 117, 000 | 7.5 
Florida_- a ; aon | 124, 670 | 1, 877 | 126, 547 | 457, 000 | 27.7 
Georgia ‘ 94, 365 | 4, 349 | 98, 714 | 367, 000 | 26.9 
Idaho. - - .-.- : a 13, 022 | 1, 983 | 15, 005 | 69, 000 | 21.7 
Tilinois_____._- ben 176, 107 | 3, 872 | 179, 979 1, 139, 000 | 15.8 
Indiana____- ‘ 121, 106 3, 889 | 124, 995 | 510, 000 | 24.5 
Towa. __. ; ‘ | 61, 591 | 2, 416 | 64, 007 287, 000 | 22.3 
Kansas . a 69, 655 | 1, 270 | 70, 925 236, 000 30.1 
Kentucky - ; 40, 752 | 5, 912 | 46, 664 | 315, 000 14.8 
BREED es can yoiasrce esd 64, 065 | 3, 347 | 67, 412 296, 000 | 22.8 
Maine — | 21, 848 | 1, 252 | 23, 100 106, 000 | 21.8 
Maryland. js 129, 768 1, 030 | 130, 798 | 319, 000 | 41.0 
Massachusetts. __---- - r 255, 681 | 0 255, 681 | 622, 000 41.1 
Michigan aii | 199, 504 3, 086 | 202, 680 882, 000 | 23.0 
Minnesota . | 102, 990 4,119 107, 109 380, 000 | 28. 2 
Mississippi ; 29, 623 | 4, 043 | 33, 666 200, 000 | 16.8 
Missouri | 94, 875 4, 353 99, 228 484, 000 | 20.5 
Montana ‘ ia | 10, 770 2, 061 | 12, 831 74, 000 | 17.3 
Nebraska Pn 23, 718 | 1, 233 | 24, 951 156, 000 | 16.0 
Nevada 7, 972 | 387 | 8, 359 30, 000 | 27.9 
New Hampshire 28, 163 0 | 28, 163 72, 000 | 39.1 
New Jersey 247, 545 0 247, 545 705, 000 | 35. 1 
New Mexico 7 26, 173 | 1, 135 27, 308 89, 000 | 30.7 
New York | 524, 262 | 794 525, 056 1, 925, 000 | 27.3 
North Carolina 60, 353 | 6, 183 66, 536 447, 000 14.9 
North Dakota j 5, 658 | 686 6, 344 63, 000 | 10. 1 
Ohio :. 254, 220 5, 220 259, 440 1, 077, 000 24.1 
Oklahoma_-_- 89, 181 | 2, 182 91, 363 | 274, 000 33.3 
Oregon _ ; ; 30, 248 | 991 31, 239 211, 000 | 14.8 
Pennsylvania- aoa ; “I 379, 068 | 2, 959 382, 027 | 1, 427, 000 26.8 
Rhode Island___- ; | 21, 227 | 0 21, 227 117, 000 18.1 
South Carolina | 36, 291 | 2, 346 38, 637 216, 000 | 17.9 
South Dakota_ , —_ 8, 840 1, 788 10, 628 75, 000 | 14,2 
Tennessee _ ___ _- | 85, 888 3, 054 | 88, 942 380, 000 | 23.4 
eS Sok 306, 482 4, 460 310, 942 994, 000 31.3 
Utah_. | 23, 913 | 1, 476 25, 389 96, 000 26.4 
Vermont ___- Peal 13, 223 | 274 13, 497 42, 000 32.1 
Virginia 3 paeeel 103, 715 4, 950 108, 665 404, 000 26.9 
Washington .| 109, 437 | 1,077 110, 514 305, 000 36.2 
West Virginia__- cou 24, 169 4, 164 28, 333 242, 000 11.7 
Wisconsin --__- 79, 077 | 2, 424 81, 501 402, 000 | 20.3 
Wyoming. --__-_-_- | 8, 240 476 8, 716 33, 000 | 26. 4 
Alaska | 294 675 969 12, 000 | 8.1 
Hawaii... 7, 130 | 0 7, 130 56, 000 | 12.7 
Puerto Rico- 4, 035 | 1, 286 5, 321 103, 000 | 5.2 
| | 


| 


The Cuarrman. Mr. Sweeney, did you write for the President the 
veto message on H. R. 4062 ¢ 

Mr. Sweeney. No, sir; I had no part in it. 

The Cuatrman. I didn’t think you did. 

Mr. Mitchell. 

Mr. Mircneii. Mr. Sweeney, in getting the breakdown that 
Rogers requests, would that include also the breakdown of the 
veters ans, State by State ? 

Mr. Sweeney. Yes; we will give you the waiting list and those 
that have applied; yes, sir. 
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Mr. Datey. About April 1 we will make our final allocation to the 
field offices from the principal repayments on outstanding direct loans. 
This allocation will amount to about $814 million. 

The decline in GI loan activity is accounted for principally by the 
fact. that the 414 percent interest rate is out of line with the yield 
obtainable on similar investments. In addition, the imposition of 
discount controls which became effective on August 5, 1957, depressed 
further the available supply of GI loan financing. 

The Cuarrman. Let me ask a question there. On discount controls, 
what flexibility do you have? 

Mr. Sweeney. Mr. Chairman, we had no guidance from the Con- 
gress last year, and when we put the discount controls in, effective 
last August 5, not having a thorough definition of what “reasonable” 
was, we took it unto ourselves to make an effective rate of 5 percent 
with 5 or 10 basic points each way. Recently, not anticipating that 
such hurried action was going to be taken by Congress, and by virtue 
of the fact there were many World War II veterans requesting to get 
housing, I made an adjustment of one-eighth of 1 percent, one-eighth, 
so we could aid Korean and World War II, and particularly the World 
War IT, to get their loans through by July 1958. To this date that 
has not been very effective. 

The Cuarrman. How much consideration was given to liberalizing 
the discount points in the different areas ? 

Mr. Sweeney. Well, some consideration was given to it, but when 
you get beyond the realm of what was believed reasonable, to go 
further than that we would be back in the situation we were in before 
we had discount controls. 

The Cuatrman. What if we removed the discount control, what 
would you do? 

Mr. Sweeney. Well, we would let 

The Cuatrman. Would you recommend the removal of discount 
controls ? 

Mr. Sweeney. Yes; let the free market play on it geographically. 

Mr. Datey. Continuing, Mr. Chairman, we make the point that this 
removal of discount controls would not of itself result in general 
availability of VA-guaranteed loans. Certain investors decline to 
accept mortgages which involve wide discounts. Furthermore, since 
the Veterans’ Administration refuses to recognize discounts in its 
appraisals, most builders are unable to absorb large discounts without 
taking a loss on the units they market. 

Except for additional amounts authorized for direct loans, H. R. 
9729, one of the bills before the committee is identical to H. R. 4602, 
which was vetoed by the President on September 2, 1957. 

The principal provisions of H. R. 9729 are those to (1) extend the 
direct loan program from June 30, 1958, to July 25, 1959, (2) increase 
the direct loan maximum from $10,000 to $13,500, (3) extend the 
World War II loan-guaranty program for 1 year to July 25, 1959, 
with an additional year for processing applications received on or 
before that date, (4) authorize an additional $150 million for direct 
loans for fiscal 1959, with an additional $50 million for each quarter 
or part thereof between the date of enactment and July 1, 1958, (5) 
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provide for advance commitments to builders for a reservation of 
direct loan funds, and (6) place certain home and farmhouse loans on 
a parity with other loans, insofar as entitlement to automatic guaranty 
is concerned. This measure does not provide for any change in the 
existing interest rate ceiling of 414 percent on GI loans. A report on 
this bill was sent to your committee on January 31, 1958. 

Many of the provisions of H. R. 9729 appear desirable. These in- 
clude the increase in the amount of the direct loan maximum, the 

rovision for advance commitment to builders for reservation of 
fonke the imposition of an origination charge on direct-loan borrow- 
ers, and the automatic guaranty of certain home and farmhouse loans. 

The major features of the bill, however, are the extension of the 
direct loan and loan guaranty program. It is with respect to these 
provisions that the measure must be primarily considered. 

As you know, the President on numerous occasions has recom- 
mended the removal of the statutory ceiling on the GI loan interest 
rate in order to permit these loans to become competitive with the 
alternative investments in the mortgage market. The Veterans’ Ad- 
ministration has often reiterated this proposal. Since H. R. 9729 
would maintain the existing statutory interest rate ceiling, it will re- 
sult in little or no increase in the volume of GI loans during the ex- 
tended 1-year period, unless the easing in mortgage rates continues 
so that 414 percent again becomes ¢ ompetit ive. 

The CuarrMan. May I interrupt again? What is your resignation 
date ? 

Mr. Sweeney. The 28th of this month. 

The Cuatrman. Would your testimony on this particular point 
which we are talking about now be the same next month as it is this 
month ? 

Mr. Sweeney. May I withhold answering that ? 

The CuairMan. Yes; I will withdraw the question. 

Mr. Sweeney. Thank you, sir. 

Mr. Datey. Notwithstanding a recent easing in the supply of credit, 
the 414-percent interest rate is still substantially below the prevailing 
market levels. If the direct-loan program is extended, as proposed by 
H. R. 9729, veterans in rural and semirural areas would get loans at 
below market rates, whereas a great many veterans in metropolitan 
areas ineligible for direct loans would be unable to avail themselves 
of their GI loan benefit. This inequity was emphasized by the Presi- 
dent in his veto of the similar bill, H. R. 4602. 

The Cuarmman. At that point there, Mr. Daley, I would argue 
with you a little. These men that would have been affected by H. R. 
4602 have never had a chance to get a house and such a great number 
of the other people you talk about have had a chance to get houses. 
I don’t think the inequity that the President spoke of in his veto 
message is what you are speaking of now. 

Mr. Ayres. The President is speaking of inequities of the future. 

The Cuarrman. That is true. I am talking about the inequities 
from the beginning to the end. 

Mr. Darey. Well, I think the point that was sought to be made 
there, Mr. Chairman, was to the extent that veterans in the direct 
loan areas would then be eligible to get loans of any sort and those 
in the nondirect loan areas would not be. To that extent, there 
would be a discriminatory feature. 
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The Cuamman. Well, of course, as you know, the committee made 
a survey of every county in the United States and we found counties 
from 2 percent on up to about 50 or 60 percent at tops. You know 
that is what we are trying to correct by H. R. 4602, trying to give the 
2-percent and 4-percent counties a chance to get a few houses. 

Mr. Datey. Mr. Chairman, H. R. 11051 extends the World War II 
loan guaranty and the direct loan programs for 2 years, to July 25, 
1960, and provides additional direct loan funds of $100 million each 

ear, plus 850 million in each quarter elapsing after enactment of the 

ill, but before July 1, 1958. This bill also raises the direct loan 
maximum from $10,000 to $13,500. It repeals section 605 of the 
Housing Act of 1957, requiring the control of discounts on FHA and 
GI loans. In addition, the bill removes the existing statutory ceiling 
on the GI loan interest rate, and allows the Administrator to pre- 
scribe a rate to meet market demand, provided that it is not over that 
established for FHA insured loans under section 203 of the National 
Housing Act. The statutory interest rate ceiling on FHA loans is 
6 percent and the rate currently is fixed at 514 percent. 

The Veterans’ Administration favors the objective of this bill, to 
provide for adjustable interest rates on VA-guaranteed and direct 
loans and to eliminate the discount-control provision. 

We believe these changes would stimulate activity under the loan- 
guaranty program and that the revived program would carry out the 
basic purpose of offering special and preferred assistance to veterans 
in obtaining homes. 

With a proper adjustment of the interest yield, special problems in 
rural and semirural areas would also be relieved to a considerable 
degree. (cuaranteed loans would become more available in these lo- 
ealities and a resurgence of activity through the voluntary home 
mortgage credit program would probably occur. 

The President's recent messages emphasized the desirability of ad- 
justing interest rates for guaranteed and insured loans in order to 
encourage private lending and minimize the use of direct loans or 
mortgage purchases by the Government. 

Many of the provisions of H. R. 11290, which was introduced on 
March 10, are similar to those in H. R. 9729, and to that extent the 
same observations are applicable. 

The CHarrman. Of course, you know where H. R. 11290 came 
from ¢ 

Mr. Danry. Yes. 

The CHarrman. It came right out of the Senate bill, S. 3418, and 
was introduced over here. Their bill was lifted out of H. R. 4602 
with some other things added and then introduced in the Senate. 

Mr. Datry. We were informed of that proposal, Mr. Chairman. 
As I stated, H. R. 11290 is similar in respect to H. R. 9729 and to 
that extent our observations on H. R. 9729 are applicable. 

There are important differences. H. R. 9729 provides a 1-year ex- 
tension of the World War II loan guaranty and the direct-loan pro- 
grams; H. R. 11290 would extend those programs for 2 years and 
authorize additional direct-loan funds totaling $300 million during 
fiscal years 1959, 1960, plus $50 million for each quarter elapsing be- 
tween date of enactment and July 1, 1958. 

Another variation is that H. R. 11290 would permit an adjustment 
of the present interest maximum. 
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The Cuatrman. Mr. Daley, that section was for the benefit of Mr. 
Ayres, trying to talk him into coming down a fourth of a cent a 
point and I was coming up a fourth of a cent a point, but so far I can’t 
get a word out of him. 

Mr. Datey. I was going to 434. 

Like H. R. 11051, it relates this authority to the interest rate estab- 
lished for FHA-insured loans. As stated in commenting on H. R. 
11051, we believe this general approach is sound. However, we can- 
not favor the other specific limitations on the authority to adjust the 
GI loan rate which are set forth in H. R. 11290. These are the re- 
quirement of one-half of 1 percent spread below the going FHA rate 
and the inflexible ceiling of 434 percent. 

We consider that it would be highly desirable to have greater flexi- 
bility under present conditions. An increase of the GI loan rate from 
41% percent to 434 percent would not at the present time be sufficient 
to meet the market demand by comparison to other mortgage in- 
vestments. 

The Cuarrman. Let me ask you a question there. Have you made 
a study of what may happen in the next few months as far as the 
availability of the money is concerned? Are you going outside of 
your own agency, Federal Reserve or Treasury, or any other agencies ? 

Mr. Sweeney. Mr. Chairman, I made a study. If you will permit 
me, I observed if you recall, last year there was a great drive to get 
savings into many of the institutions that deal primarily in mortgage 
loans. Now there is talk—I say this—in our observations there are 
many people that are looking for mortgages today. I may say 
facetiously the fire sales are not taking place today. In other words, 
most of the GI loans are pretty well taken out of the warehouse. 
Now there is some speculation as to whether the interest or dividend 
rates that are beg paid by those institutions that deal primarily in 
mortgages will come down. 

Now again, if I understand the intent of this bill, it is to more or 
less help on the unemployment situation, and take a little sag out of 
the economy, rather than for rehabilitation purposes. 

If I may answer the question, I think that is the primary intent, 
in order to gear up with these factors out here, you know, a lot of 
lenders now paying 3 or 3% or 4 percent, they are pretty well com- 
mitted for 4 to 6 months, and again, Mr. Chairman, I think you are 
well aware, even though interest rates for commercial credit or bank- 
ing credit start in that level and then extends itself out, that the 
interest rates on mortgages always lag anywhere from 6 months to 
9 months. 

Now, if it is the intendment of this committee and of Congress, to 
gear this thing up in order to get forward commitments because, as 
you well know, Mr. Chairman, this market could change overnight 
and we might be back in, say, 8 or 9 months, back to a tight-money 
market, but I think the-investment officers in most of the institutions 
are looking ahead to that, because this thing can swing over just like 
it translated from last. fall to the situation we have here now. 

T think, to be realistic, if this revitalizes the GI program and is 
going to be of assistance rather than treat it as a rehabilitation pro- 
gram, to treat this as an economic situation, and gear up the forward 
commitments so that we can get this new construction started. 
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I think you realize the competitive factors in the savings institu- 
tions. You know one isn’t going to go down in any partic cular area. 
I mean, the industry is going to move as a whole. I think you realize 
that most institutions are committed for a minimum of 6 months. 
In order to stimulate this with strict action, I think some adjustment 
in the rates should be made. 

Mrs. Rogers. You are endorsing the rates in this bill, are you 

Mr. Sweenry. No, Madam Rogers. I think there is some flexi- 
bility here, as I said a while : ago, ‘but you should permit the Admin- 
istrator that. 

On the other hand, there is this question of credit that comes into 
the market for an extended time. I think competition will adjust 
the rates. I think, Mrs. Rogers, you will recall, back in the early days 
of this program when we had 4 percent there were many institutions 
in the State of Massachusetts, and in New England that were making 
31% and 334, although permitted to get 4 percent. The competition 
perforce had been at a competitive factor, going into the market and 
only asking for 314 and 334. Many savings institutions, although they 
signed up for 4, in order to keep their customers happy, gave certain 
dividend rates, largely a qpartee of a point or a half a point. That 
was particularly in the New England area, and many institutions 
along the Atlantic coast. 

Now, I explained to the chairman, if this question of credit comes 
in and it is maintained, I think that the rates will adjust themselves 
without this, even though we have a permissible ceiling of 434. The 
big problem is to get the institutions to grant for ward | commitanents. 

Now I might say this: There are many investors that don’t like to 
pay premiums. They are much concerned about that public relation- 
wise, having to pay premiums to get mortgages, too, and I think they 
would like to let the market take care of itself. 

The Cuamman. Mrs, Rogers, you know this document gives all 
the loans and at the percentages in every category in the United 
States up to last January. It is a very creditable document. It gives 
you a lot of good information up toa year ago. 

You wondered about percentages: There were 148 counties in the 
country that had less than 1 percent and a number of counties had 
over 100 percent. 

Go ahead, Mr. Daley 

Mrs. Rogers. Do you have all of these figures up to date here? 

Mr. Sweeney. We could bring those figures up to date. 

The Cuamman. They can put it in the record. 

Mr. Sweeney. Do I understand, Mr, Chairman, that you want them 
brought up to date for the record / 

The CuarrMan, Yes. 

What I would like to do is get this hearing over with and get a 
housing bill of some kind reported and try to get some housing 
started. I think that eve ry member has this document in their offices, 
and there is just more information in there than you can imagine. Do 
you remember it / 

Mrs. Rogers. Vaguely. 

The Cuamman. All right. Proceed. 

Mr. Sisk. Mr. Chairman, what is the document, number on that? 


The Cuamman. The document number is House Committee Print 
No. 3. 
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Mr. Sisk. No. 3. I was sure I had it. I have seen it before. I 
will check it again. 

Mr. Datey. Our experience with the program, as compared to the 
FHA program, indicates that to require that at all times the GI rate 
be at least one-half of 1 percent under the FHA rate will be a very 
material drawback. You will recall that from 1953 through 1956 the 
two rates were the same. Prior to 1953 there was a period in which 
the differential was one-fourth of 1 percent. 

Durmg the past year there has not been a wide spread between the 
rates. The existing three-fourths of 1 percent spread has contributed 
largely to the recent decline in the GI program. 

The Cuairman. If the permissive 43, should stay in the bill, would 
you want that one-half of 1 percent taken out of the bill ? 

Mr. Datey. Yes, Mr. Chairman, because we take the position it is 
unrealistic; isn’t that right, Tom ? 

Mr. Sweeney. Yes. 

The CHairman. It is not going to help the veterans’ housing pro- 
gram. 

Mr. Datry. That is right. 

This was also true when the spread was one-half of 1 percent during 
the period after December 1956, before the FHA rate was increased 
from 5 percent to 514 percent in August 1957. 

While the guaranteed loan had several characteristics making it 
more attractive to investors than the FHA-insured loan, they are not 
sufficient to offset a substantial difference in the rate of interest, such 
as one-half of 1 percent. Further, at such future time as the FHA 

‘ate might be materially reduced, this formula could operate as an 
abrupt depressant to the market for GI loans. 

We believe, and strongly urge, that the administrative authority 
to adjust the GI rates be left open and flexible except for the control 
that it shall in no event exceed the established FHA rate under section 
203 of the National Housing Act. 

H. R. 11051 and H. R. 11290 provide that the provisions of the 
Servicemen’s Readjustment Act of 1944 with respect to the interest 
chargeable on loans made or guaranteed under such act, which were in 
effect prior to the date of enactment of the bill shall, notwithstanding 
the interest rate amendment in the bill, continue to be applicable, not 
only to any loan made or guaranteed prior to the date of the bill’s 
enactment, but also to any loan with respect to which a commitment to 
guarantee has been entered into by the VA prior to the date of the 
bill’s enactment. 

As of the end of January 1958, there were 22.715 commitments out- 
standing on proposed loans. 

The CHatmrman. Mr. Sisk. 

Mr. Sisk. Will you explain a little more clearly what it is you are 
saying here now in those past two sentences? I think I get the point, 
but I just want to clarify actually what you are referring to with refer- 
ence to these prior commitments. 

Mr. Sweeney. Congressman Sisk, if I may answer that, we have 
now outstanding about 22,000 loan commitments, and as we are trving 
to state here, there is a provision in the commitments made by the 
lender to the veteran, that if the interest rate should be adjusted up- 
ward, that rate would be applicable to the loan at the time of closing. 
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Now this bill provides if there is an upward adjustment in the rate 
of interest that these 22,000 or lesser amount, because they are washed 
out in March and February, that the loans that will be closed under 
those commitments will be closed at the old rate, not readjustable. 

Mr. Sisk. I wanted to be sure that that is what you were providing, 
rather than the reverse. 

Mr. Sweeney. Sir, the bill provides that the loans will be closed on 
the old rate. We are stating that the commitments by the lender to 
the veteran—it has a stipulation in there that it will be closed at the 
rate in effect at the time the loan closes. 

Mr. Sisk. At the date of closing? 

Mr. Sweeney. That is right. 

Mr. Datey. My statement goes into that, that which follows here. 

In practically all instances, the lender’s agreement with the ap- 
plicant is subject to a provision to the effect that if an increase in 
the interest rate is authorized prior to the closing of the loan, the loan 
will be closed at the increased rate, otherwise no loan will be made. 

The provision in the bill barring the closing of loans at an increased 
rate if the VA commitment was issued prior to the enactment date 
of the bill will result in a cancellation of the lender’s conditional 
commitments to the veterans. The veterans will then be unable to ob- 
tain the loans already applied for or must apply to another lender 
for a loan at the increased rate or agree to having the lender to whom 
the Veterans’ Administration issued its commitment surrender it 
for cancellation and obtain a new commitment which would be issued 
after the enactment date of the bill. 

In order to avoid placing veterans in a position of not being able 
to close loans already applied for, or having to apply to different 
lenders, or having to postpone closing pending Po st of the 
existing VA commitment and issuance of a new commitment, it 
is recommended that clause (2) of the provision of the bill be elimi- 
nated. 

H. R. 11290 also would repeal those part of section 605 of the 
Housing Act of 1957 which apply to VA loan activities. It does not 
purport to repeal the similar discount control requirements pertaining 
to FHA-insured loans. 

As we have already stated, withdrawal of these statutory require- 
ments is highly desirable. Because of the fact that the question of 
discount controls is common to both programs, and because of the 
interactions between them in this regard, we believe that section 605 


. should be repealed in its entirety, as recommended by the President. 


Special notice should be taken of other bills which follow the ap- 
proach of H. R. 9729 but introduce provisions concerning special 
groups. 

These are H. R. 10166, H. R. 10333, and H. R. 10480, on which 
the Veterans’ Administration reported February 14, 1958. 

They contain specific additional authorizations for direct VA loans 
to disabled veterans who qualify for the grant of 50 percent of the 
cost of specially adapted housing under ‘title VI of the Veterans’ 
Benefit Act of 1957, made necessary because of their severely crip- 
pling disabilities. This is intended to further assist them by a loan 
in combination with the grant in covering the total cost of the home. 
This special direct-loan author ity would apply in metropolitan as well 
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as rural areas, where the veteran is unable to obtain a guaranteed 
loan. 

As stated in our report, the present law gives generous housing 
aids to pe iraplegic veterans. 

The Cuatrman. May I ask right there: what is the situation with 
our paraplegic housing, money wise ? 

Mr. Sweeney. We have ample money for the grants, sir. 

Mr. Dauey. If they are to be entitled to a direct loan in any geo- 
graphic area, a prec lent for a similar extension of direct loan eligi- 
bility in the case of other classes of handicapped veterans would ‘be 
established. 

There would also be a question as to the form, if any, in which 
special loan assistance to paraplegics should be continued after the 
direct-loan program ends. 

Moreover, statistics show the problem of financing for paraplegic 
veterans to be relatively slight. For these, reasons the Veterans’ Ad- 
ministration is not in favor of this proposal. 

H. R. 10166 would also provide an additional authorization of $25 
million for direct loans for farmhouse purposes. It is believed that 
the same considerations causing us to oppose an extension of the 
direct-loan program generally would be equally applicable to this 
special category. 

There are also certain bills before the committee which have the 
same general purpose as H. R. 9729, but on which the Veterans’ Ad- 
ministr ation has not yet reported to your committee. 

It is believed, however, that the foregoing comments are pertinent 
to their consideration. Special mention should perhaps be made of 
H. R. 10477, which would extend the World War II loan guaranty and 
direct-loan program for 1 year and repeal the provisions of the Serv- 
icemen’s Readjustment Act relating to interest rates. 

A report on this measure was made to your committee on February 
14, 1958. 

It is clear that the unavailability of GI-loan financing for many 
months past has prevented many eligible veterans from using their 
loan-guaranty entitlement in accordance with their plans and needs. 
In view of this development, we believe a temporary extension of 
the World War II loan-guaranty program would be appropriate and 
equitable, if it is coupled with an interest-rate adjustment which would 
enable these veterans to acquire homes. 

A 1-year extension should be sufficient for this purpose, with an 
additional 1 year for processing applications. This would relieve the 
immediate requirements of this group without unduly extending the 
time which was last placed on this readjustment program, but within 
which the intended benefits have not been realized. 

In conclusion, we favor a 1-year extension of the World War IT 
loan-guaranty program if coupled with a provision such as rrr 
in H. R. 11051, which permits the administrative setting of the GI- 
ioan interest rate which would complete with alternative mortgage 
investments, but not to exceed the rate set for FHA loans under 
section 203 of the National Housing Act. 

We also recommend the repeal of section 605 of the Housing Act 
of 1957 pertaining to the control of discounts. 

We are unable, however, to recommend an extension of the loan- 
guaranty program for more than 1 year and we question the necessity 
or desirability of any extension of the direct-loan program. 
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(The exhibits to which Mr. Daley referred follow :) 


Exuisit A.—VA appraisals and housing starts 


Number of units in appraisal requests 
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| Units started 






































Period with VA 
Proposed Existing inspection 
Total dwelling dwelling 
units units 
Ei non dapicnssghichen dguude hoes teunageimnbe bated 390, 059 164, 365 225, 694 148, 634 
Pa deine Gi side lta wtnsd inkbouiaidaratebehe’ 450, 493 226, 299 224, 194 141, 274 
EE eennenmges sind tnielladindl 474, 676 251, 437 223, 239 156, 547 
1954 bbe sasdductbbabeiedeues 918, 763 535, 412 383, 351 , 038 
ON cscs cae ate nbeesananeteksalienahe 1, 013, 671 620, 776 392, 895 392, 870 
iia ndareteaitiet stall NE aS sbebadebsebheia 709, 728 401, 520 308, 208 270, 675 
1957... sbuhdephidadaowe i eel il ceil le ait 252, 361 159, 399 92, 962 128, 302 
TRING bc ci clicvcdsassustidcdstdphlcaded 29, 644 18, 924 10, 720 11, 984 
OGY oo), nb this eign bane ae lapel tale a 30, 528 20, 170 10, 358 9, 918 
BARTON. concn nadecheeenunhonn bes wa 30, 482 19, 508 10, 974 11, 449 
BI ings bib bead edsandn ntimintchpeehted 31, 149 19, 381 11, 768 13, 477 
ee seat 27, 506 16, 584 10, 922 12, 042 
Pd awndecdswcatthibescasdbbdcdbsthonbt 24, 000 13, 736 10, 264 12, 983 
ented bitch Linas dhnesickiednescnaaien neck 23, 044 14, 008 9, 036 12, 329 
August... -- SGdcos ‘ Sis dtebaced 21, 422 14, 545 6, 877 11, 644 
NIIGG 6 $cc die bck ind edad tea deal 14, 008 | 8, 861 5, 147 11, 764 
October -._...-- hnnnnndienodiea ane treh 9, 662 6, 433 3, 229 , 665 
November < 225... S28. sdieledeka Liha 5, 879 3, 748 2, 131 6, 409 
Nias Bad ah etal eed Saibaba 5, 037 3, 501 1, 536 4, 638 
Peet SUN shacks bcdgdbscicedcwstunsctacbah 7, 304 5, 252 2, 052 4, 074 
ExuHIBIt B.—Applications to guarantee home loans 
| | | 
Period | Total New Existing | Period Total New Existing 
| homes | homes homes homes 
ee ne a {— a i | — 
1951................| 377,530 | 259,174 118, 356 || 1957—Continued 
1952..... Seite 312, 908 197, 125 115, 783 | May..- 22, 834 16, 314 6, 520 
1953 __.- .| 322,780 | 207, 815 114, 965 June..--.- 20, 911 14, 465 6, 446 
1954.....-. ‘ we 527, 851 326, 825 201, 026 ad itis i 20, 511 14, 123 6, 388 
1955 } 669,058 | 411, 352 257, 706 August ---_- 19, 272 13, 698 5, 574 
1956 -| 507,144 | 309, 610 197, 534 | September ._._- 21, 278 15, 526 5, 752 
1067-_..- ‘. 248,827 | 179, 516 69, 311 October e 16, 231 12,711 3, 520 
January... .- | 31,620 | 21,372 10, 248 | November... -- 11, 157 8, 856 2, 301 
February....-.| 25,773 | 18,313 | 7, 460 | December... .- | 8, 508 6, 841 1, 667 
March 24,894 | 18, 254 6, 640 || 1958: January-_-_._-- 7, 680 6, 284 1, 396 
April... | 25, 838 19, 043 6, 795 | 
| | il i 
Exutrsit C.—Number of home loans guaranteed 
| | | 
Purchase | Purchase | Home im- 
Period | Total | ofnew | of existing | provement 
homes | homes loans 
| 
seit ba A a ee | 433,177 | 308, 150 125, 528 | 4, 499 
Beicssastpeocippnapatioedapdpewuaeleounshs equiva ae | 303, 539 | 189, 455 | 109, 606 4, 478 
SLA, St adh toon te snalameenenat eae cme kgniet aaa | $20,833 | 202,015 114, 810 4, 008 
eS dithpeicknoepbbbbundcbbpdibbiictddahndedabentiel 409, 183 | 242, 150 | 163, 615 3, 418 
ee ae cl ntact te ntipnmnmatatinidiniadaale | 660, 338 | 397, 660 | 256, 360 6, 318 
Pes Gvetvpodhe oth sbdbababobbvoabsbasitduhtcawall | 507, 743 313, 334 | 188, 714 | 5, 695 
Tl icik:o dnsltannn diana dnninintecauunenionnniddnmnidialihentn deta etal | 306, 717 | 218, 800 | 83, 247 4, 670 
PIE oon cues anene. kame ee 46, 129 | 30, 318 | 15, 269 542 
PORTO Sk Lbs bi eend bodes bbbetin bel | 35, 704 | 24, 388 10, 785 531 
aN a ea Sata a el noida” 31, 212 21, 766 8, 855 591 
BE nc céndcadhbaxadbevesocdubellevehsassunipendedeces 28, 590 | 20, 589 7, 558 443 
| a state ciaaiiialliet minintas oneal 23, 593 | 16, 554 | 6, 696 343 
Us --cdinrter txt deo tai ocepiing a aeneiedlad ada 22, 683 | 16, 239 6, 150 | 204 
PE cectvidsineccdntincéetnd tind ihe 21, 829 | 15, 556 | 6, 039 234 
aa 5 a oe Bent ast Es cei 20, 558 | 14, 577 5, 682 | 299 
September....------- nokskeb.bedeebbuucuabiatilie see 23,778 | 17, 120 | 6, 273 385 
I indegdintsennnantebecerpeuetahsstihniinbampaial 22, 156 | 16, 920 4, 849 | 387 
November. ........-- «anh teaehéaiamenbAaaaiadeea 16, 694 | 13, 386 3, 013 295 
SPOOR ak, 5 eaib ki itis onsidndcwdtcdcdiiddeetboca | 13, 791 11, 387 2, 078 326 
Sy SEE anh ie aakh denna hinent peapeeduaedsiege ans 12, 491 10, 402 1, 795 204 
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The Cuarrman. If you question the desirability of any extension of 
the direct-loan program, what do you expect to do in these counties 
where veterans can’t get homes and can’t get money ¢ 

Mr. Datey. Well, I think—of course, Mr. Chairman, you appreciate 
my position. I am stating the policy of the Administration. 

The Cuarrman. Yes. The Administration policy. 

Any questions, Mr. Ayres? 

Mr. Ayres. I think if we got a realistic interest rate and had the 
direct loan rate the same as the guaranty loan the Administration’s 

osition might be different. I do not think they object to the direct- 
Ss program if there isn’t finance available in those areas, but they do 
object to a differential between the two. 

Mr. Sweeney. Mr. Chairman, I would think, number one, if this rate 
was raised, and, as you well know, any industry that sponsored legisla- 
tion such as these that activated the VHMCP, I am sure that many of 
the program participants would go back into that market and supply 
funds, 1 would assume, at a reasonably high level. Now, as Congress- 
man Ayres says, I would think there may be some isolated areas where, 
for some reason or other, certain lenders cannot handle it for lack of 
security; however, there are available to certain veterans, those that 
live in those communities, some token direct loans that may be consid- 
ered by the Administration, I don’t know, but I say if the rate increases 
and we get away from these discounts, that many of the program par- 
ticipants in the VHMCP would be back in the market. 

The Cuarrman. Mr. Sweeney or Mr. Daley, what is the situation, as 
far as personnel in the Loan Guaranty Section of the VA at this time? 

Mr. Sweenry. Well, Mr. Chairman, at the end of the last fiscal year 
we had about 3,047 personnel in our regional offices. Today we are 
down to 2,035. Now, if this program is not activated, I would say by 
June 30 our budget plans are that we would be down to about 1,911. 

The CHatrMAN. Supposing Congress takes some action that would, 
for example, cause 300,000 loans in the next year, what would happen 
as far as personnel is concerned? I realize it isa serious problem with 
ylou, but I would like to be sure that we get in the record what is 
going on and what you will do or what you can do if the program is 
revitalized. 

Mr. Sweenry. Well, if and when this should occur we would have 
to take steps to cope with the increase. It depends on what the pro- 
vision of the law is, to ask the Appropriations Committee to either 
adjust the budget or put them on notice that we will have to come 
up for a supplemental next year. 

I might state that in our budget planning for next fiscal year we 
have given no consideration to any new legislation, and we have asked 
for 1,750 personnel, primarily to do what we call our cleanup job, and 
to handle our servicing and claims and management activities, 

The CHatrman. I assume you just finished appearing before the 
Appropriations Committee on your budget ? 

Mr. Sweeney. Two or three weeks ago. 

; , i) 

The Cuarrman. Was any consideration given to this? 

Mr. Sweeney. No, sir; because, as I stated, our budget was sub- 
mitted on no new legislation. 

The CHarman. Well, would you place in the record what your 
office would request or approximately what you would do if you had 
300,000 loans or up to 450,000 loans for next year ? 
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Mr. Sweeney. For the next fiscal year ? 

The Cuarrman. What would happen to your personnel problems, 
so if it should develop we should try to help you with your budget. 

Mr. Sweeney. Yes, sir; we will try to give you a reasonable esti- 
mate 300,000 loans. 

The CHarMan. Yes, up to 450,000. 

(The following was furnished by the Veterans’ Administration for 
the record :) 


Estimated increased costs, loan guaranty program, based upon stated number of 
loans closed 








er we 
| 
} 





| Increase 
Num-| Em- | 
ber of | ploy- | Personal! Other | Total 
loans | ment | services | costs costs Em- | Personal} Other 
| | ploy- | services costs Total 
ment 
1959 budget .| 55, 500 1, 750 $9, 081, 486) $1, 952, 156'$11, 033, 642). __- ‘ ‘ | Ballons 
Estimates _... 800, 000 2, 515) 13, 051, 341) 2, $05, 483) 15, 856, 824! 765) $3, 969,855) $858, 327/$4, 823, 182 
350,000! 2, 686/13, 938, 728| 2, 996, 233) 16, 934, 961) 936) 4, 857, 242) 1,044, 077 5, 901, 319 
400, 000 2, 853/14, 805, 358) 3, 182, 521) 17,987,879) 1, 103| 5, 723, 872| 1, 230, 365) 6, 954, 237 
450,000/ 3, 


021/15, 677, 177| 3, 360,925 19,047,102} 1, 271 
| 





6, 595, 691| 1, 417, 708) 8, 013, 460 
| 





Note.—There is no allowance in the above figures for increased costs due to an increase or extension of the 
direct loan program. 


The Crarman. May I ask you a question about paraplegics? 
What happens to these paraplegics in areas where they don’t have 
direct loan money, where they can’t get conventional financing, what 
do you people do, and is there a problem in that field ? 

Mr. Sweeney. I don’t know what has transpired in the last 90 
days, but we have had very few cases where lenders would not make a 
conventional loan, either FHA or a conventional loan. Now, as far 
as the GI loan, Mr. Chairman, where the paraplegic wanted or uses 
his entitlement, we have had in some isolated cases resistance up to, 
I imagine, the 1st of October. Iam not familiar, nor have I checked on 
what transpired since, but I think most lenders, if the individual is, 
characterwise—and I don’t like to mention it that way—O. K., they 
will usually make that loan. 

The Cuarrman. | don’t know where our information came from 
but, as I understand, we have about 16 paraplegic cases that have 
not been able to be taken care of. It seems to me by using direct 
loan money, anywhere you want to, that you would take the direct 
loan money and take care of those 16 cases ¢ 

Mr. Sweeney. I think we supplied those figures, but that is a cumu- 
lative figure, over the years. As I say, there may be some good reasons 
why the lender, for some reason, turned those loans down. I don’t 
know exactly why, but I will state this: that most lenders, when we 
called upon them, either for an FHA conventional or GI loan, they 
have been willing to make them. 

There were nine that were refused for credit underwriting. Four 
were delayed because of direct loan funds, that was, houses in the 
direct loan area, and three were unable to find private lenders in 
the financing area not eligible for direct loans. 

So, actually, there were only three cases where the lender actually 
turned them down in nondirect areas, sir. 
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The Cuatrman. Judge Shuford, we are glad to have you back 
after your trouble. 

Mr. Suvurorp. Thank you very much, I am glad to be here. I am 
sorry I have to be a little conspicuous, but I can get rid of some of 
these bandages by next weekend. 

Mrs. Rocrrs. I am glad to see you back. 

The Cuairman. Judge, do you have any questions ? 

Mr. Suurorp. I was very much interested, Mr. Chairman, in your 
discussion of the paraplegics. As you know, I tried to make provi- 
sion for that in the bill that I have introduced before the House. 

The Cuarrman. Are there any other questions ? 

Mrs. Rogers. 

Mrs. Rogers. I don’t believe so. I would like to say how delighted 
I am always to see Mr. Sweeney and Mr. Daley, and the others, that 
you always give very fine factual information. We have been to- 
gether a great many years. 

The Crarmman. Mrs. Dwyer. 

Mrs. Dwyer. No questions. 

The Cuatrman. Tom, we will hear from the different veterans’ 
groups, and we will also hear from the Mortgage Bankers Association 
and the Naticnal Association of Home Builders, and we hope to hear 
from Mutual Bank Association and officials of some insurance com- 
panies. 

Mr. Sisk. 

Mr. Sisk. Mr. Chairman, I just want to direct two or three questions 
to this point: 

First, I realize this may require some conjecture on your part but 
in view of the fact there has been considerable discussion from time 
to time of it, I would like to have your opinion, Mr. Sweeney, on a 
414-percent interest rate for veterans on which tax concessions might 
be made. 

Now you are familiar with the fact that that subject has been dis- 
cussed, where a lender was willing to make money available for VA 
loans at 414 percent, he would receive centain tax concessions. 

Now, let us assume for the moment in this proposal that if, for pur- 
poses of veterans’ loans, lenders making loans at 414-percent interest, 
received a total tax free—received the dividend or income from that 
completely tax free, what, in your opinion, would be the effect upon 
the loan situation ? 

Mr. Sweenry. Well, first of all, I would think that the Secretary of 
the Treasury and the Internal Revenue Service would object seriously. 

Mr. Sisx. I can anticipate what might happen to them, but irrespec- 
tive of what they might think about it, what, in your opinion, would 
be the effect upon the VA loan program ? 

Mr. Sweeney. To get down to the practical economic factors, there 
are many institutions that receive tax differentials. Iam not familiar 
with what the tax differential are on all types of investors that orig- 
inate in GI loans but I do say as far as those institutions that deal 

rimarily with mortgages savings and loans, and mutual saving 
banks it can’t speak for the commercial banks—I am not familiar 
enough with how they delineate from what they have to pay on the 
commercial banking income versus what they do with their mort- 
gages, but as far as the insurance companies go, I doubt whether the 
tax differential would have any effect to generate money into the mort- 
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gage loan market. I don’t think that any allowance in there or even 
tax-exempting all the income on 414-percent mortgages would have 
any real effect to generate money into the GI loans. 

Mr. Sisk. What I wanted was your opinion on what effect it would 
have, considering of course the various sources of money that would 
be available or could be available or that are available for GI loans, 
mutual savings, private banks, or whatever it is? 

Mr. Sweeney. Now, Congressman Sisk, I think you also realize that 
the problems that would be inherent in this are many, the administra- 
tive problems, the bookkeeping problems, and soon. Aside from that, 
you have this problem : Let’s take on the west coast, most of your money 
comes from the eastern market—I mean a good part of it, and the 
question would be—there is an involvement here. The originator 
would hold it 2 or 3 months in the warehouse and then pass it on to the 
secondary investor. There would be a lot of ramifications. You 
caught me off guard, but I visualize that would be a deterrent, rather 
than astimulanttothething. You have a lot of factors involved. 

Mr. Sisk. I know you are aware that that is or has been discussed, 
and there has been some talk of this. I realize, or rather, as far as I 
know, there is no legislation proposing this, but there may have been, 
which I am not aware of, but there has been talk of some sort of pro- 
posal whereby certain tax concessions would be made available to peo- 
ple making money available at a reasonable interest rate. 

Mr. Sweeney. Well, you are asking my opinion. I doubt that it 
would be a great stimulant. 

Mr. Sisk. Fine. Now, Mr. Sweeney, on your exhibit B: “Applica- 
tions to guarantee home loans,” going to 1957, going down it month 
by month here, it was gradually, of course, dropping down, starting in 
January, it gradually dropped off, there was a little increase in April, 
but generally it was a downtrend, but in November and December 
it took at big drop, and, for example, in December it went down all the 
way to 8,000. Now, is that attributable to the discount control be- 
coming effective as of that time, or what is the reason for the big drop 
there ? 

Mr. Sweeney. Now you are referring to the “Applications to guar- 
antee home loans?” 

Mr. Sisk. I am referring to exhibit B, “Applications to guarantee 
home loans.” 

How did you break it down by months there in 1957 ? 

Mr. Sweeney. Well, Congressman Sisk, most of those loans, most 
of the applications that were coming in at that time were based on 
commitments, or on units that were accepted prior to August 5, 1957, 
and subsequent to that the control of discounts did have a great effect 
on any new commitments, and lessen the home loan applications. 

Mr. Sisk. This figure for December, I assume this total here is the 
total applications, and it shows 8,508 as against a figure for October 
of 16,231. You might say it dropped 50 percent. Now, I was just 
trying to get the reason for that drop in applications, because I under- 
stand this is the total of applications in this case. 

Mr. Sweeney. That is right. 

Mr. Sisk. In other words, what was your explanation or reason 
for the big drops from October to December ? 

Mr. Sweeney. Primarily the total discount. That is, primarily it. 
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Mr. Sisk. As I understand it, Mr, Sweeney, it is your opinion that 
if two things basically were done, first, the repeal of, I believe, section 
605, which is the discount control, and putting into effect of a so-called 
flexible interest rate, it would then create approximately how many 
housing starts for 1958, the balance of this year, assuming that this 
type of legislation was passed, putting into effect those things? In the 
last 6 months of this year, what do you predict would be the effect, 
that is, the last 6 months of 1958? You understand I am speaking of 
the calendar year, - the first: half of fiscal year 1959. 

Mr. Sweeney. I prefer 1959, sir, because, let’s assume within the next 
30 days 

Mr. Sisk. What would be the total effect for 1959, assuming this 
would become effective prior to the start of 1959 ? 

Mr. Sweeney. I would imagine it would stimulate maybe between 
200,000 or 225,000 new units. 

Mr. Sisk. Now you were asked to furnish information as to what 
might happen to your personnel in case of those certain figures going 
up and I was curious to know what your own protection would be with 
that type of effect ? 

Mr. Sweeney. I think the chairman is slightly optimistic about 
300,000, but we will supply the figures for personnel requirements, 
however, I would think it would be between 200,000 or 225,000 new 
units started in the program. Now, I did not quite get that question ? 

Mr. Sisk. That is all right. 

Now, what would be the limiting factor in that then, Mr. Sweeney. 
Why wouldn’t it be 300,000 or 350, 000? You understand, of course, 
there is nothing in my question which indicates my own thinking, 
but I am just essen al that is because you feel that generally the 
desires of people who have entitlements are pretty well satisfied, or 
do you feel that 200,000 would be a substantial amount or, in other 
words, with, let’s say, what would amount to unlimited funds I would 
assume, generally, if you had a flexible interest rate and no discount 
control, then what becomes the limiting factor ? 

Mr. Sweeney. First, the matter of timing, the time you would have 
to arrange for financial requirements, the mortgage commitments, and 
assuming we have a flexible interest rate and by the time the builders 
get underw: ay, I would expect that would be my guesstimate, maybe 

25,000 units. 

~ Now, as to the other end, about the demand for housing, there is a 
qualification matter that may gear it up if the builders in this country 
would produce houses at places where the bigger demands are. 

Now, I am now talking about the lower to middle income group, 
particularly our young Korean veterans, if they are building houses, 
I would say, in the $12,500 ¢ ategory, maybe th: at figure then would go 
up. As you well know, we are ‘discussing the cost of land, the cost of 
materials, and ever ything else. 

Usually the buildings going up in the last 2 years have been for the 
higher income group. Now, “there i is no acute housing shortage, but 
if the builders would build houses to meet the class of people I am 
referring to, what I call the lower to middle income group, then that 
figure may go up and exceed what the chairman referred to, of 300,000. 
Now, I qualify that as to, as Isay,a deterrent. I don’t see any picture, 
but the price adjustments, land prices, cost of producing and manu- 
facturing, with that, I conservatively estimate it will be 225,000. 
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Now, there is a great demand—I might add this—I had reports 
where there is a lack of confidence by people who are willing to go out 
and buy a house, they are a little scared about the unemployment or 
the kind of economy we have. Now, when confidence is restored and 
the builders build for that market, possibly this program could exceed 
300,000. Iam trying to get that across. 

Mr. Sisk. I think that is understandable, naturally, realizing we 
have some problems in the general economy and realizing also the 
construction problems. That is, of course, assuming that our first 
primary purpose here is to get home for veterans. I realize that; 
but, leaving that just for a moment to discuss the general economic 
impact, the effect of a substantially stepped-up building program help- 
ing that economy, considering the ramifications in the many diverse 
and allied industries; and let us assume that many of us would desire 
to see substantially more than 1 million housing starts this year, say 
1,500,000 housing starts—I am speaking of fiscal 1959—not only to 
assist veterans and others in getting homes, but for its impact on the 
economy. Let us assume 1 million housing starts. What generally has 
been—in the past 6 or 7 years, what generally has been your percentage 
of total housing starts in the country ¢ 

Mr. Sweeney. I will be glad to give them to you. 

Mr. Sisk. On an average, let us say for 1955, what was your per- 
centage of total housing starts in 1955? 

Mr. Sweeney. 29.9, approximately 30 percent. 

Mr. Sisk. Approximately 30 percent of the housing starts in 1955 
were VA housing ? 

Mr. Sweeney. That is right. 

Mr. Sisk. Now the total for that year was about what; 1 million? 

Mr. Sweeney. 1,309,000. 

Mr. Sisk. 1,309,000. This means for 1955—— 

Mr. Sweeney. We had 391,000. 

Mr. Sisk. 391,000. 

Well, in view of the demand today for housing by veterans, you 
just—irrespective of the availability of money and assuming even 
confidence were substantially restored, you just cannot anticipate any 
comparable amount of housing, in numbers of requests or making 
applications for 1959 ? 

Mr. Sweeney. Not quite that high. I would say that if these ad- 
justments were made and we were stimulating residential construc- 
tion something in an excess of 1 million starts, I would say we would 
participate bet ween 20 and 22 percent. 

Mr. Sisk. That is all. I appreciate the answers of Mr. Sweeney. 
This was just a matter of discussing some of these problems that we 
were interested in. 

Mr. Dieas. Mr. Chairman, if I may ? 

The Cuatrman. Mr. Diggs. 

Mr. Diees. Mr. Chairman, I would like to ask a question of the 
gentleman: 

To what extent would the minority members experience problems in 
obtaining money under this program ¢ 

Mr. Sweeney. Congressman, our policy, as far as minority and 
nonminority, we try to accommodate everybody, but I will say, to 
answer you specifically, in some areas there is a dearth of credit for 
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minority houses under the GI program. Now, we have had some 
builders, lenders, that are promoting some wonderful projects for 
our minority veterans, and I would say that they are very beautiful 
subdivisions found in many areas, but in the last year or 15 months, 
as far as the GI loan program is concerned, there has been a dearth 
of credit for minority housing. 

Mr. Diees. Does the Administration contemplate any program to 
overcome this deficiency ¢ 

Mr. Sweeney. Well, now, I haven’t read the housing bill, but I 
think the Administration is very much concerned about providing 
financing for minority housing. I will say under the VHMCP pro- 
gram, certainly the lenders have participated in the markets in the 
metropolitan areas. Now, what direct assistance or what legislation 
is coming forward, I don’t know. 

The Cuarrman. Would you yield there? 

Mr. Drees. Yes. 

The CHarrman. Isn’t it true that VHMCP has made a special 
effort in this field ? 

Mr. Sweeney. In the metropolitan areas. 

The Cuamman. Not only that, but they have gone into areas where 
it is just impossible to get a house ? 

Mr. Sweeney. Yes. 

The Cuatrman. They have had some good work along that line. 

Mr. Sweeney. They have to have it. ; 

Mr. Brownstern. Mr. Chairman, the VHMCP at their last meet- 
ing reported they have been successful in placing 60 percent of their 
applications of minority group applicants. 

The CHAtrman. You know we have had some discussions before 
about their claims, so we won’t go into that this morning. 

Mr. Ayres. I think the VHMCP has done a remarkable job. I 
know of a number of cases in my area, and I say this to the gentleman 
from Michigan, that prior to their being in the field it was impossible 
for minority groups to get a loan. I know of many instances where 
they have bent over backward and where under normal circumstances 
the credit would not warrant a loan, but in view of the situation they 
went along with it. 

Mr. Chairman, I want to say that I think these gentlemen have made 
a very good statement, and I personally would be willing to vote 
today to remove the ceiling on the interest rate. I think the chair- 
man is a little low in his figure of 300,000, if this market can seek a 
competitive situation, where the builders and the lenders will be 
getting together and we will have this development starting which we 
haven’t had. We are all talking about the economy needing a shot in 
the arm. There isn’t anything, in my judgment, that will give the 
economy as big a shot in the arm as to get the GI housing program off 
the ground. There are millions and millions of veterans who want a 
home. They have tried to get them. They have not been able to. 
Now the three-hundred-thousand-odd finished products that go into 
a home, just the jobs that will be created alone by that sath be a 
great shot in the arm, but the other factor is this: This is the one 
thing we can do that is immediate. Homes can be started within the 
next 30 to 60 days if we come up here with a sensible program. 

Now, you have stated that the one thing that will get money into 
the GI mortgage market is a realistic interest rate. I think that this 
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committee where it originates, if we did not face up to this realistically, 
that we as a committee can say that we were not interested in doing 
something that would give our economy a spurt. 

Now there will be groups that are going to say, “No, you can’t have 
a free interest rate. You can’t have the ceiling removed.” But I 
think you have made it very clear, and those who are in a position to 
know the market have made it very clear in the last year, that, without 
a realistic interest rate, you were not going to have mortgage money 
available. You have stated here that raising it to 434 in your judg- 
ment is not going to do the job. I think we are doing the wrong thing 
at the present time if we set any ceiling on it with the advantages to 
the lenders, granted they are there in the program, and I feel confident 
that there will be a competitive situation and it will be nice if we can 
get the Metropolitan, Prudential, Equitable, and a lot of the others 
competing for a $5 million commitment to a developer. We have one 
of the largest amounts of money on deposit in the country, more than 
we haveeverhad. The thing that we have to do is convince the Ameri- 
can people that it is safe to spend it. I think this would bring in a 
lot—it would not be current risk capital, but it would be investment 
capital and above all, we are going to be doing the right thing to be 
putting a lot of these people back to work that are not now drawing a 
paycheck. 

Mr. Chairman, I commend you for calling the hearing, and I hope 
that this committee the first part of the week will write up a sensible 
bill that will not only extend the direct loan program, but at the same 
time will establish a realistic bill so that our economy can once and for 
all be a little steadier than it is at the present time. 

Mr. Sisk. Will you yield for just a question here ? 

Mr. Ayres. Yes. ' 

Mr. Sisk. Mr. Sweeney, I don’t mean to put you on the spot by 
this: 

I understand you are retiring, but let us assume that as of the 1st 
of April the proposal of the gentleman from Ohio to make a flexible 
interest rate applicable, subject to it being set, as I understand, by the 
Administrator, and the Administrator calls you on the morning of 
April 1 and says, “Mr. Sweeney, what do you recommend as being the 
proper interest rate to set?” What would you recommend ? 

Mr. Sweenry. Assuming the discount controls are abolished ? 

Mr. Sisk. Assuming discount controls were abolished, and the 
flexible interest rate were put in, where he had the authority to set the 
intefest rate, what would be your recommendation as of April 1 of 
this year ? ; 

Mr. Sweeney. I will have to refer back, I think, to what I said 
last year. 

I would recommend a 5-percent rate, and I would watch the dis- 
count market, the money market rather, and I would make a recom- 
mendation if I found there was plenty of credit that was flowing in 
and competition wasn’t leveling off I would make a recommendation to 
come down in the market, depending on what the situation would be, 
but my personal opinion is, I would make a recommendation today 
that if the Congress passed a law that to start off and bring these for- 
ward commitments and get this geared up—5 percent. On the other 
hand, you asked my personal opinion. That, I think, would be a good 
stimulant. 
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Mr. Sisk. That is what I am asking, your personal opinion, because 
I realize you would not want to state anything but your own opinion. 

The Cuarrman. Would the gentleman from California yield? 

Mr. Stsx. Yes. 

The Cuarrman. Do you believe the situation will ever exist when 
the loan-guaranty office of the VA would be asked to recommend the 
interest rate, and his recommendation would be accepted, unless it 
coincided with their bosses # 

Mr. Sisk. I would seriously doubt that, but of course, I just set 
this up for the purposes of the question. 

The Cuatrman. In fact, I just got through telling the gentleman 
from Ohio if the VA would have that power I would vote for the 
situation, but they are not going to have that power, and will never 
have it. 

Mr. Sisk. I appreciate that, and I am inclined to agree with the 
chairman, but for the sake of Mr. Sweeney’s answer, I know he has 
had a lot of experience, and I was curious as to what he actually felt 
would be required to do the job, that is, by his own opinion. 

As I understand it, your own opinion is now that with discounts 
removed, discount controls removed, that 5 percent should do the 
job? 

Mr. Sweeney. Yes. 

Mr. Sisx. Now, assuming that, let us go just one step further: 

What then do you feel discounts would go at? 

Mr. Sweeney. Let me preface that. _ know there are many 
lenders that prefer the GI loan to the FHA loan. 

Mr. Sisx. That is right. That is why I feel a differential can 
easily be put in. 

Mr. Sweeney. From a liquidity standpoint, our public relations, 
lenders—and as far as the defaults and claims—now I would say it 
is possible that you may have—there may be a three point discount 
out on the west coast, I don’t know, but with the flexible credit coming 
in to allow for servicing, because a good bit of your eastern money 
goes there, and, too, the Congressman’s area, and to the Southwest 
area, they may have a 3, 314 point discount, and maybe in the New 
England area they would be par. 

Mr. Sisk. The next question is the differential we would have to 
pay in California or Washington, take the West, a specific area, as 
compared to a par market in the East, on the east coast, do you antici- 
pate 3 or 314 points? 

Mr. Sweeney. If there is a big dearth of mortgages, a lack of 
mortgages available, I would think the money would flow out there 
and I think competitively there would be bargaining so the discount 
may be three points. I am anticipating that these people would be 
looking for a little better than 5 percent, to allow to the services a half 
a point. 

Now, if this thing changes, then the discounts will go up higher. I 
mean it will go back and have another money swing, but my guess 
is, if Congress acts within 60 days, I would think it would be 5 per- 
cent, with the abolition of discount controls. That would bring credit 
into the market and stimulate housing, despite the fact I discussed 
with you a while ago, but I would think maybe 3 or 314 points dis- 
count on the west coast. 
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The Cuatrman. Did I understand correctly the gentleman from 
Ohio would say that unless this committee reports out a bill with an 
interest structure he considers realistic, that he considers the commit- 
tee not interested in veterans’ housing ? 

Mr. Ares. Not that I personally consider realistic, but one that is 
realistic. 

The Cuairman. Who is going to determine whether it is realistic 
or not ¢ 

Mr. Ayres. I think the leaders of Congress certainly have the re- 
sponsibility, instead of playing politics with this issue; I think they 
ought to consider the welfare of those who are unemployed, those who 
are seeking jobs, and the overall welfare of our economy. Now, I 
know that the chairman has certainly been more than fair in his 
position. He is willing to negotiate. As you said here this morning, 
if these gentlemen were going to have control of it, you might be 
interested in voting for it. I agree that perhaps they are advised as 
to what they should do, but I think that type of advice will not be as 
forthcoming as it has been in the past, in view of the fact that every- 
one seems to want to do something to generate more purchasing power 
in this country, and at the same time give confidence to those who are 
sitting on their pocketbooks to get them to spend their money. 

The Cuatrman. I can tell the gentleman from Ohio that from the 
number of members of this committee that have talked to me about 
housing, there is a very honest and sincere interest in getting houses, 
and there is also an honest and sincere interest in trying to protect 
veterans that we provide the houses for. 

Mr. Ayres. I do not think we are protecting the veteran by denying 
him the right to pay a realistic rate of interest. 

Mr. Sisk. Would the gentleman yield for just one moment? 

Mr. Ayres. Yes. 

Mr. Sisk. I do not think the gentleman from Ohio means to infer 
that anyone on this committee, either now or last year, actually played 
politics with the situation? I will agree that some of us daamreed 
with what 

Mr. Ayres. I am not saying this committee played politics with it, 
but I am saying the Congress of the United States on this issue, has 
played politics with it. 

Mr. Sisk. I have some doubts, I might say to my friend, but what 
the majority of the Members of this Congress are concerned about 
is getting a housing program that is equitable and fair. 

[ question the advisability of charging anyone with playing politics 
with this issue, either Republicans or Democrats. I just do not agree 
with that. I know some of us have disagreed about what we should 
do. Certainly, I am opposed to playing politics with it, but I realize 
there are going to be some honest differences of opinion, and I think 
there have been in the past. 

Mr. Ayres. There may be honest differences of opinion, I will say 
to the gentleman from California, but I do not see how we, who are 
not experts in this field, can ignore the advice and the recommenda- 
tion of those who are experts in the field. 

The Cuarmman. What is an expert? 

Mr. Ayres. There are a lot of definitions. 

One definition is a man 50 miles away from home with a briefcase. 
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The Cuarrman. I also just got through telling the gentleman from 
Ohio that we are going to meet next Tuesday morning I hope and 
report a housing bill that will produce houses for veterans. 

Any questions? 

Mr. Mitchell ? 

Mr. Mrrcneti. Mr. Sweeney, as I understand it, there were some 
128,000 housing starts in 1957? 

Mr. Sweeney. In the VA program. Most of them were in the first 
half of the year. 

Mr. Mrrcne.yi. Now you estimated, I believe, in response to a ques- 
tion by Mr. Sisk, that there would be possibly some 200,000 or 225,000 
housing starts with these recommended changes? 

Mr. Derpeivenx, Yes. 

Mr. Mircuety. Now, were you considering in your estimate a 5-per- 
cent interest rate ? 

Mr. Sweeney. No; an abolished discount control and flexible inter- 
est rate. 

Mr. Mircuenz. I know that, but I mean, if the rate is set at 5 
percent when the flexible program went in? 

Mr. Sweeney. I would think with the discount control out and the 
rate at 5 percent, I would think it would still generate the same 
thing. Now, if the builders build for the market—and what I am 
referring to as the market is houses around $12,500 and satisfy the 
lower to middle income group, or the middle income group that had 
been deterred, then possibly that could go up to a higher figure. 

Now, it was sailed to my attention when the chairman was talking 


about 1959 he was ‘talking about 300,000 loans, I think, rather than 


starts? 

The Cuamman. Yes. 

Mr. Sweeney. Now, if this were geared up and a bill was enacted 
that had those provisions sometime shortly, then, as I say, the market 
could possibly go up to 300,000 starts. We would be back to where 
we were in 1955 or possibly 1956. 

Mr. Mrrcneti. Thank you very much. 

The Cuarmman. Allright. Thank you very much. 

Mr. Datey. Mr. Chairman, might I say, in behalf of the Admin- 
istrator of Veterans’ Affairs, that, as you know, he is a new Admin- 
istrator, and very dynamic and aggressive. We have heard him talk 
at various gatherings, and know, and can sense that his program is to 
be one of vigorous action, and I wanted to suggest that whatever the 
interest rate or whatever the policy might be, either in that or other 
directions, affecting the programs or policies of the Veterans’ Admin- 
istration, that he would very definitely have his day in court, in con- 
nection with any executive branch considerations or determinations. 

The Cuarman. Mr. Daley, in the 11 years I have been here I have 
been rather familiar with a number of things that have happened 
with the Administrator of Veterans’ A ffairs. 

Mr. Driver. Could I again make reference to your opening 
remarks ? 

The Cuarman. Yes; I would like to hear from you. 

Mr. Driver. I think it appropriate that I indicate that we recog- 
nize that Tom Sweeney has been perhaps the greatest asset we have 
had in the loan-guaranty program and, as you indicated earlier, we 
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will miss him sorely, particularly in view of the fact there may be an 
upswing in the program. 

The planning that has been done for the last several months, and 
particularly since I have been there, with Tom, has been in the direc- 
tion of going downhill, consolidating divisions and that sort of thing. 
We have lost many valuable people, as you recognize, and I just 
wanted to state for the record that we are very pleased that you in- 
cluded remarks and asked us to include figures to indicate the pre- 
dicament that we will be in from the standpoint of personnel to con- 
tinue the program if there is any sizable change or increase. 

The Cuatrman. If I understand the temper of Congress, there is 
going to be something done and I certainly think that you people 
should begin to plan toward changing directions. 

You can be sure that your budget is going to receive further con- 
sideration. 

Mr. Ayres. I might add that I will gladly do my best to assist you, 
and I do not think I will have any trouble, in reminding you of all 
the people necessary to do the job. 

Mr. Mrircuett. Now, you may have answered this, because I was 
out for a few moments. I appreciate your being here and giving us 
this information. 

Now you gave your estimate based upon Mr. Sisk’s question, with- 
out the discount contro] removed. Now, should the control be re- 
moved and the rate remain as it is, would you venture a guess as to 
the number of starts? 

Mr. Sweeney. Four and one-half and discount removed ? 

Mr. Mircuery. Yes. 

Mr. Sweeney. Well, Congressman Mitchell, there are many builders 
and lenders that do not like to participate in the program with a 
pegged rate today. I mean, if it is limited, I would say in some 
areas some token loans would be made. 

Now, the question is—I would not attempt to hazard a guess on 
what the discount would be, but I would say, I would hazard a guess 
that maybe you might have 80,000 to 90,000 new starts in the program, 
because many lenders, they look behind their noses. 

Again, with a pegged rate, and if we had a swing in the money 
market they would be rather reluctant unless they looked in advance, 
and say, “If I issue this commitment to a builder for 8 to 10 to 12 
months, I want to make sure that I know when these loans are closed 
I have a contract right at X figure.” 

Now, if we peg it at 414, I doubt rf you will stimulate it even with 
the abolishing of the discount, because many builders can’t pay the 
discount, since we don’t allow the discounts in our appraisal, and 
again these fellows that come down in the market I am talking about, 
$12,500 or thereabouts, they just canot afford to pay it. 

Mr. Mircneti. Would you take into consideration our general eco- 
nomic situation as it exists now, and project what might come in the 
future, and now I am asking you to be clairvoyant, because you are 
recognized by your associates and members of the committee as an 
expert, and I certainly am not, should the program remain as it is 
now, what would be your estimate as to the number of starts for this 
year ¢ 

Mr. Sweenry. You mean the fiscal year, if it stands as it is? 
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Mr. Mrrcne.u. Yes. 

Mr. Sweeney. I might just say we might have a few token loans, 
maybe something like 30,000 or 40,000 houses. Let me put it another 
way. We might as well go out of business for what part we partici- 
pate in, 

Mr, Mircneiu. You think it would drop from the 128,000 in 1957 
to some 30,000 or 40,000? 

Mr, Sweeney. I would say that; yes, sir. Even though you have 
some people that are filing with us, although you can look at our 
January and February figures of requests for appraisals of new hous- 
ing, there are many builders that feel optimistic that the Congress is 
going to take some definitive action to adjust the rate, and the dis- 
count. I mean they are prospective—they are gambling on the fact 
that some action is going to be taken in Congress and I think that 
tempo will be geared up a little bit because as the various committees 
of Congress take action you will find that is prospective, rather than 
actually that they feel that Congress is going to act. 

Mr. Mircue.y. You feel they are doing more in anticipation of the 
action of Congress rather than the 414-percent interest rate available? 

Mr. Sweeney. Yes, sir. 

Mr. Mrreueuy. That is all. 


STATEMENT OF OMAR B. KETCHUM, LEGISLATIVE DIRECTOR, 
VETERANS OF FOREIGN WARS OF THE UNITED STATES 


Mr. Diaes (presiding). Mr. Ketchum, will you state your name for 
the record ? 

Mr. Kercuum. Mr. Chairman, and members of the committee, my 
name is Omar B. Ketchum and I am representing the Veterans of For- 
eign Wars of the United States. 

his morning, Mr. Chairman, I appear to present the viewpoints 
of the Veterans of Foreign Wars with respect to the veterans housing 
program, as enunciated by our recent national encampment held in 
Miami Beach, Fla. 

This morning, I am speaking extemporaneously, rather than with 
the benefit of a prepared statement. 

After I found my prepared statement scrambled up yesterday, I 
came to the conclusion that maybe I would do better extemporane- 
ously than with a prepared statement. 

I do have a few notes, however, to guide me in my presentation this 
morning. 

At the 58th National Encampment, which was held last August 
in Miami Beach, the organization adopted several resolutions with re- 
spect to the home-loan program, and the VF'W’s position is controlled 
by those mandates, some of which are pertinent to the bills being con- 
sidered here today, or as a matter of fact the entire subject being 
discussed by the committee. 

Now, I will attempt to make my remarks brief, because I believe 
this committee is concerned primarily with a few basic points. 

The first point is that the Veterans of Foreign Wars strongly en- 
dorse the extensions of both the guaranteed home-loan program and 
the direct home-loan program for veterans for at least 2 years. We 
believe that these two programs should be extended for a period of 
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at least 2 years, from the standpoint of benefits to veterans, and it is 
also believed that it would be very helpful to what is referred to as 
a sagging national economy at the present time. So we strongly 
favor extending both of these programs for a period of not less than 
2 years. 

Souda as liberalizing and extending the direct loan a is 
concerned, we strongly support such action. The bill, i. . 4602, 
which came out of this committee last year was approved by the House 
of Representatives and was eventually ippented by the Senate but 
then met with a veto at the White House. 

It is noted that several bills pending before this committee, such 
as H. R. 9729, by the chairman, are identical, or somewhat similar to 
H. R. 4602, which passed both Houses and was vetoed last year. 

Our delegates at the 1957 VFW National Encampment reaffirmed 
their wholehearted support of the provisions which were contained 
in H. R. 4602 of the last session, and they particularly emphasized the 
necessity to increase the maximum amount of a direct loan, from 
$10,000 to $13,500. 

The VFW also recommends, as was contained in H. R. 4602 which 
met with a veto last year, that at least $150 million per year should be 
added to the direct loan fund for each of the 2 years, if extended for 
2 years. 

7 might also mention that one of the bills introduced by a member 
of this committee, Mr. Shuford, would set aside a small amount of the 
direct loan funds to assist paraplegic veterans who are attempting 
to qualify and obtain the necessary funds to build a special paraplegic 
home. 

As you know, $10,000 is provided, and it is necessary for the para- 
plegic veteran to have the rest of the money or to borrow it and ex- 
perience indicates that they have had difficulty in getting the addi- 
tional funds. As I understand Mr. Shuford’s bill, it would set aside 
a portion of this money to make available for those paraplegic bor- 
rowers, and we strongly approve and favor the principle of that bill. 

The next thing of interest to this committee—and I believe of great 
interest to the entire Congress—is the question of the interest rate 
applying to VA loans. 

The Cuatrman. It is a most interesting question. 

Mr. Kercuum. Probably the most interesting question, and the one 
that will no doubt be discussed and debated more than any other 
aspect of the housing bill, insofar as it applies to the veterans, is 
the interest rate. 

The committee no doubt has taken notice of two recent actions of the 
Federal Reserve Board which has reduced the reserve requirements 
of member banks. 

That action undoubtedly was taken to bring down the cost of bor- 
rowed money and it is the opinion of our staff that eventually the 
Federal Reserve action is going to result in a lessening of the cost 
of borrowed money. 

I am unable, of course, to predict how much it might bring down 
the cost of money, but it is our opinion, and I believe the opinion 
of many people in this country, that the cost of borrowed money by 
next summer or next fall is going to be reduced. 
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Consequently, the Veterans of Foreign Wars is somewhat. con- 
cerned that the Congress is confronted with the question at this time 
of increasing the interest rate as it affects veterans’ loans. 

Now we have examined carefully the resolution which was adopted 
at our last national encampment, and at this time, Mr. Chairman, if 
there is no objection, I should like to offer for the record a copy 
of VFW Resolution No. 13, which covers our position on the interest 
rate. 

The CuarrMan. Without objection, it will be placed in the record. 

(The resolution is as follows :) 

Be it resolved by the 58th National Encampment of the Veterans of Foreign 
Wars of the United States, That we support legislation to provide: 

1. Extension to July 25, 1962, of the authority to make, guarantee, and insure 
loans under title III of the Servicemen’s Readjustment Act of 1944, as amended ; 

2. Extension to June 30, 1962, of the direct loan program, and provision for 
the necessary funds; 

3. The extension of eligibility to all unremarried widows regardless of whether 
the death of the veteran was caused by a service-connected disability ; 

4. Extension of home loan provisions of the Servicemen’s Readjustment Act 
of 1944 to veterans of World War I and their widows; 

5. That the Administrator of Veterans’ Affairs shall not refer any direct-loan 
application received by him to the voluntary home mortgage credit program, 
or to any similar group or agency, prior to the approval or rejection of such 
direct loan application by the Administrator ; 

6. That the service charge currently authorized lending organizations by the 
Veterans’ Administration with respect to any GI loans shall be prohibited by 
regulation or by legislation. 

7. That the Veterans of Foreign Wars of the United States vigorously op- 
pose any legislation to increase the present interest rate of 4144 percent to 5 per- 
cent or higher; 

8. Expansion of the Veterans’ Administration direct loan program in all areas 
where private funds for guaranteed loans are not adequate or totally unavail- 
able, and increase of the maximum direct loan from $10,000 to $13,500 (H. R. 
4602, 85th Cong.). Further consideration of the proposal to use part of the 
NSLI reserve funds, with proper safeguards, for direct loans. 

The CuHarrman. Would you want to tell us the pertinent parts? 

Mr. Kercuum. Yes; I am going to do that right now. Iam going 
to read that particular phase of it. 

The current VFW resolution with respect to interest rates reads as 
follows, and it is contained in the memorandum submitted for the 
record: : 

That the Veterans of Foreign Wars of the United States vigoroulsy oppose 
any legislation to increase the present interest rate of 4144 percent to 5 percent 
or higher. 

Heretofore our organization has always adopted resolutions which 
said: “We are opposed to increasing the interest rate above 414 per- 
cent.” This time the resolution reads that we are opposed to increas- 
ing it from 414 percent to 5 percent or higher. Now, I have not 
attempted to poll the delegates to our convention, but I would assume 
that what they were disturbed about was they didn’t want the inter- 
est rate increased to 5 percent. I will have to assume that they didn’t 
object to increasing it to 434 percent. At least they don’t say in 
clear-cut language that they are opposed to any increase. 

Now, as I said before, we have always opposed any increase in the 
interest rate above 414 percent. Even now we are not recommend- 
ing to this committee or to the Congress, that you increase the VA 
interest rate to 434 percent. However, I think on the basis of our 





EXTENSION OF VA HOUSING LAWS 2527 


resolution, that I can safetly say to this committee that if, in your 
judgment, it is necessary to increase the VA interest rate to as much 
as 43/4 percent in order to get a bill that will meet with approval of 
the Congress and approval of the White House, under those condi- 
tions the VF W would not take exception to that much increase. 

I would have to assume that, from the wording of our resolution. 

I do believe further, Mr. Chairman, that if the VA interest rate 
should be increased to 434 percent there should be some provision 
that at no time shall it be more than one-half of 1 percent less than 
the prevailing interest rate for FHA. In other words, we would like 
to see that the VA interest rate, if it is increased to 434, shall not ex- 
ceed 43/,, but at the same time not to exceed one-half of 1 percent less 
than the FHA rate. 

Let me give you an example: 

Supposing the FHA rate, which is now in excess of 5 percent, 
should be reduced to 5 percent and the Congress has approved 434 
percent for the VA rate. Under those circumstances, we would like to 
see the VA rate drop the one-half of 1 percent less than the FHA 
rate. 

Now we may have a little involved thinking here. I hope the com- 
mittee understands the point I am trying to make. 

We want to tie the VA rate to the FHA rate so that at no time 
will it be more than one-half of 1 percent less than the prevailing 
FHA rate. 

The Cuarrman. Did you hear the VA testimony ? 

Mr. Kercuum. No; 1 missed it. I got here late. 

The Cuairman. That was one point they objected to in the Senate 
bill, S. 3418, that came out of the committee. 

Mr. Kercuum. That is, of tying the rates together ? 

The CHarrman. Yes. 

Mr. Sisk. Could I ask a question there? 

The CHarrMan. Yes. 

Mr. Sisk. You say it should never be more than that. Now how 
about it being less than that? 

Mr. Kercuum. Less than what? 

Mr. Stsx. Well, less than the one-half of 1 percent. In other words, 
as I understand your argument, Mr. Ketchum, do you think that 
it should always be within one-half of 1 percent ? 

Mr. Kercuum. That is right. 

Mr. Sisk. Now would you object to a variety of circumstances 
which might put it within one-quarter of 1 percent of the FHA rate? 

Mr. Kercuum. No. No. 

Mr. Sisk. Well, I just wanted to know that. I wanted to know 
whether you wanted it to work one way or whether you wanted it to 
work both ways. 

Mr. Kercuum. I might use that example again. If the FHA rate 
was reduced to 5 percent we will assume that the VA rate could stay 
at either the 434 or 414 percent. It would seem to be logical if the 
FHA comes down to 5 percent they certainly ought to be able to keep 
the VA rate at 414 percent, as it presently stands. 

So that, Mr. Chairman, is our position with respect to the interest 
rate. I am sure this committee and the Congress is concerned with 
the interest rate. 


22898—58 6 
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I know that many prae have tagged us as being absolutely op- 
posed to any increase in the interest rate, and I wanted to make sure 
our position was clear, based on our present resolution. , 

The next thing that I am sure the committee and the Congress is 
interested in, is the question of discount controls, 

Now, up until this year, our organization has taken a rather dim 
view of the practice of wide open discounts, without any controls, and 
we have urged heretofore the Congress grant authority to exercise 
discount controls. 

In our current Resolution No. 13 they say nothing about discount 
controls. 

So, here this morning I must admit to the committee that as of now 
we have no resolution which says that we are opposed to releasing 
discount controls. In other words, we have no position with respect 
to discount controls and I am unable to say to the committee here this 
morning that controls should either be released or should not be 
released. We have no position on that particular subject. 

Now, Mr. Chairman, there are many other things that I could say. 
I think I have covered the pertinent things; we are, first, for an 
extension of the loan programs. We believe the direct loan program, 
of course, should also be extended and that $150 million a year in 
additional funds be added. 

We believe, as I have stated, concerning the interest rates and the 
discount controls. 

Now, it seems to me I have pretty well covered our position. 

The CHarrMan. Was your statement inserted in the record? 


+ 


Mr. Kercuum. No, it was off the cuff. I used this sheet here just 


as a guideline [indicating]. 
The Cuatrman. All right. I think we have covered it then. 
If there are no questions, we will now move on to the AMVETS. 
We thank you. 
Mr. Kercuum. Thank you, Mr. Chairman. 


STATEMENT OF JOHN R. HOLDEN, NATIONAL LEGISLATIVE 
DIRECTOR, AMVETS 


The Cuatrman. Our next witness is John R. Holden, legislative 
director of AMVETS, whiom we are always happy to have appear 
before us. 

All right, John, proceed with your statement. 

Mr. Hotpen. Mr. Chairman and members of the committee. My 
name is John R. Holden and I am the national legislative director 
of AMVETS, a congressionally chartered organization composed ex- 
clusively of World War II and Korean veterans. 

We appreciate this opportunity to present the views of AMVETS 
on this important subject of veteran housing. This committee has 
devoted continuing attention to the VA loan-guaranty program in 
facing up to and attempting to solve the many crisis that have de- 
veloped over the years. Today we are facing another crisis in this 
program—a crisis that can only be solved by prompt and bold action. 

For sometime now, AMVETS in convention assembled, and in 
meetings of our national executive committee have grappled with the 
problem of interest rates, the dwindling supply of mortgage money 
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and matters related to these problems. Our current position is based 
upon several resolutions adopted either by the most recent AMVETS 
national convention in August of 1957 or the national executive com- 
mittee meeting in November 1957 or both. 

Briefly, the resolutions ask : 

1. That the World War II VA loan-guaranty program be 
extended. 

2. That the current 414-percent rate of interest be continued. 

3. That the VA direct loan program be expanded and ex- 
tended. 

4, That Congress and the Veterans’ Administration encourage 
the investment of private welfare and pension funds in GI mort- 
gages. 

5. That Congress enact legislation to exempt the interest earned 
on investments in GI mortgages from income taxation. 

Extension of World War II program. Any discussion of a pos- 
sible extension of the program must include an evaluation of the ef- 
fect upon the veteran population as well as its effect upon the economy 
of the Nation. Statistics highlighted by this committee a year ago 
when this problem was considered indicated that approximately 25 
percent of the Nation’s World War II veterans had purchased a home 
with the assistance of VA-guaranteed loans. Had the program been 
operating at maximum capacity during all of its life time, this per- 
centage, in our judgment, mani have been appreciably higher. At 
the time the original July 1957 deadline was imposed, no one, of 
course, could foresee the outbreak of Korean hostilities in June 1950. 
In the three years that followed, substantial credit controls were im- 
posed and construction materials became scarce. These factors un- 
doubtedly interrupted the home-buying plans of many veterans. This 
coupled with the fact that financing has been most difficult to obtain 
in recent months, has resulted in a reduction in the period of time 
Congress intended for World War II veterans to utilize their entitle- 
ment. 

Aside from the benefit to the veteran, the economy of the nation 
would profit. Every day the daily press contains new plans for over- 
coming the present economic rm A strong, healthy VA home 
loan program, with an adequate flow of mortgage money therein, 
would certainly be a potent weapon in the war against depression by 
providing more employment in construction and other industries that 
are dependent upon the home-building industry. 

Because of these compelling reasons, AMVETS supports a 2-year 
extension of the loan-guaranty program for World War II veterans. 

Interest rates: AMVETS opposition to any increase in the prevail- 
ing interest rate was voiced in a national convention resolution 
adopted in August 1957 and subsequently reaffirmed in November 1957 
by the national executive committee. The pros and cons of this posi- 
tion were discussed at length before reaching a conclusion. We rec- 
ognized that a continued interest rate of 444 percent would make less 
money available for GI mortgages, thus retarding temporarily the 
home buying plans of many veterans. It was the opinion of my organ- 
ization that the alternative of saddling the veteran home buyer with 
the increased cost inherent in a rate increase was far more objection- 
able than holding the line at 414 percent until a relaxation in the tight 
money market made mortgage money more readily available. 
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Now, more than ever, we believe in the wisdom of that position. The 
tight money market shows every indication of loosening. This is evi- 
denced by recent action of the Federal Reserve Board in continuing 
to authorize its banks to lower their discount rates. It is evidenced by 
a leveling off of industrial expansion, business loans, and tanker loans, 
all of which have attracted investment capital away from home loans. 

An added factor in considering the availability of GI home financ- 
ing is the discount controls currently in effect. The Veterans’ Ad- 
ministration recently released staistics indicating that the volume of 
GI loan activity has declined markedly since discount controls were 
imposed last August. Prior to discount controls, the Veterans’ Ad- 
ministration was receiving requests to appraise over 23,000 dwellings 
per month. This has declined sharply to a low of 5,307 in December 
and 7,304 in January. To assure greater flexibility in areas of varying 
availability of funds, we recommend that you consider the possibility 
of eliminating controls on discounts. 

Direct loans: During the last session of Congress, AMVETS rec- 
ommended certain steps that should be taken to alleviate the shortage 
of financing in rural and remote areas. We asked for an extension of 
the direct loan program ; an increase in the ceiling on individual direct 
loans; authority for the Veterans’ Administrator to make advance 
commitments to builders as well as veterans during construction; to 
make direct loans available in small cities and towns where participa- 
tion by veterans has been negligible and to make sufficient monies 
available to operate the program. 

These recommendations were contained in H. R. 4602, a measure re- 
ported by this committee and passed by the Congress, but vetoed by 
the President. Today we reaffirm our support of these steps and urge 
this committee to incorporate them in any measure reported. 

Welfare and pension funds and tax exemption: AMVETS believe 
that some means of attracting the great welfare and pension funds of 
unions and other groups should be considered. The greater yield on 
other sound investments has, in our judgment, prevented this. One 
possible solution would be to enact legislation providing a tax exemp- 
tion on the interest earned on GI mortgages. Although not within 
the jurisdiction of this committee, we urge you to give serious con- 
sideration to supporting such a proposal. It is the belief of AMVETS 
that such a proposal would attract so much money that a ceiling would 
have to be established to limit the number of houses built and sold 
under this plan. 

Conclusion: In summary, I should like to reiterate our position 
briefly. We support a 2-year extension of the VA loan-guaranty pro- 
gram; we eppose an increase in interest rates and suggest that dis- 
count controls be eliminated. We urge an expanded VA direct-loan 
program. 

The Cuatrman. Are there any questions, Mr. Ayres? 

Mr. Ayres. No questions. 

The Cuarrman. Mr. Diggs? 

Mr. Dtaes. No questions. 

The Cuarrman. Mr. Sisk. 
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Mr. Sisx. No questions, just to commend Mr. Holden on his fine 
statement. As usual he has been forthright and concise. He is always 
helpful to the committee. 

The Cuatrman. Mr. Mitchell. 

Mr. Mircuery. No questions, 

The Cuarrman. Thank you, John. The committee will be ad- 
journed. 

(Whereupon, at 12 o’clock noon, the committee recessed to recon- 
vene at 10a. m., Thursday, March 13, 1958.) 
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THURSDAY, MARCH 13, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON VETERANS’ AFFAIRS 
Washington, D. @. 

The committee met at 10 a. m., pursuant to rece, in room 356, Old 
House Office Building, Washington, D. C., Hon. B. F. Sisk (acting 
chairman), presiding. 

Mr. Sisk. The committee will come to order. 

This is a continuation of our hearings regarding housing. 

We have before us this morning a group from the Mortgage Bankers 
Association of America. We have Mr. Samuel Neel, general counsel, 
Mr. Robert Tharpe, chairman of the legislative committee, and Mr. 
William C. Weaver, chairman of the veterans affairs’ group. 

We are very happy to have you gentlemen before the committee this 
mornin 

Who is going to start off with the testimony ? 

Mr. Neex. Mr. Tharpe. 


STATEMENTS OF ROBERT THARPE, CHAIRMAN OF THE LEGISLA- 
TIVE COMMITTEE; WILLIAM C. WEAVER, CHAIRMAN OF THE 
VETERANS’ AFFAIRS COMMITTEE; AND SAMUEL E. NEEL, WASEH- 
INGTON, D. C., GENERAL COUNSEL 


The Cuarrman. All right, Mr. Tharpe, if you will identify yourself 
for the record, I will be very happy to hear you. 

Mr. Tuarre. Thank you, Mr. Sisk. 

My name is Robert Tharpe. I am president of Tharpe & Brooks, 
mortgage bankers, of Atlanta,Ga. I am chairman of the legislative 
committee of the Mortgage Bankers Association of America. 

I have with me Mr. William Weaver, vice president and manager 
of the mortgage loan department and real estate department of the 
National Life & Accident Insurance Co. of Nashville, Tenn., and Mr. 
Samuel Neel, general counsel of the Mortgage Bankers Association of 
America. 

Mr. Sisk. Mr. Tharpe, do you have a written statement ? 

Mr. Tuarre. No, I do not, Mr. Sisk. 

Mr. Sisk. Allright, fine. Proceed. 

Mr. Mrrcnett. Before Mr. Tharpe proceeds, I would like to ask 
him where he went to school. 

Mr. Tuarre. Georgia Tech. 

Mr. Mrrcuei.. Did you play football ? 

Mr. Trarpe. Yes, I did. 

Mr. Mrrcuety. I might state for the record he is one of the alltime 
greats of Georgia Tech, to my sorrow. 
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Mr. Sisk. Apparently the gentleman from Georgia did not attend 
Georgia Tech. 

Mr. Mrrcnetu. I attended the University of Georgia. 

Mr. Tuarpe. I would like to say that we of Georgia are very proud 
of the fact Mr. Mitchell is serving on your committee, in spite of the 
fact he went to the University of Georgia. 

Mr. Fino. Are we ready for the kick-off ? 

Mr. THarrr. We are very happy to be here with you today. We 
have deliberately not prepared a statement in the hope that we can 
make a few direct remarks and have you ask the questions that you 
would like for us to attempt to answer. 

I will make a few preliminary remarks and then Mr. Neel and Mr. 
Weaver and I will attempt to answer any questions you would like to 
bring up. 

_ The Mortgage Bankers Association of America, for your informa- 
tion, is an association of 2,000 members representing individuals in in- 
stitutions of various types. The largest part of the membership is 
composed of mortgage banking companies, such as mine, insurance 
companies, savings banks, and other similar institutions. 

Since the inception of the Veterans’ Administration guaranty pro- 
gram, mortgage companies and the principals they represent have 
been enthusiastic supporters of the program. It has been very profit- 
able to both them and the hundreds of thousands of veterans through- 
out the country who have been able to secure home ownership under 
the program when it would never have been otherwise possible. 

At this point I would like to repeat briefly from our statement made 
to you last year: 

Basically, what the Government’s guaranty has accomplished in the VA pro- 
gram is to enable lenders to make loans with long maturities, and with little 
or no downpayments, which, lacking the GI bill, they would have been pre- 
vented from making under the State laws governing their operations. 

This point was made earlier in our testimony last year, because 
frequently it is assumed that the importance of the Government guar- 
anty is its effect on reducing the interest rate carried by such loans 
below that which had been available, if there has been no such guar- 
anty. 

While the guaranty has had such an effect on rates to a limited 
degree, that was not the primary purpose, or its primary importance. 

We are in the process of preparing a new policy statement, and at 
this time I would like to read that part of the policy statement, as to 
its relationship to the guaranty program : 

In its 1956 statement of policy, the association proposed a 3-year extension 
of the home loan guaranty program for veterans of World War II in order to 
allow time for an orderly transition to a single mortgage insurance system 
under FHA. 

Instead, the Congress enacted a 1-year extension but so rigidly restricted mort- 
gage yields that current market conditions have almost completely nullified the 
effect of the extension. 

Meanwhile the terms for FHA insured mortgages have been sufficiently liberal- 
ized to offer an adequate means for meeting the mortgage needs of those who 
have not yet exercised their privileges under the Servicemen’s Readjustment Act. 
The association considers the use of the FHA program to be more desirable than 
a further extension of benefits for World War ITI veterans. 

It is recommended : 


That the VA home-loan-guaranty program not be extended for veterans of 
World War II beyond its present termination date. 
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That with respect to the program for veterans of the Korean war, for whom 
the program does not terminate until January 31, 1965, the regulation of inter- 
est rates and discounts be discontinued. 

Now, that briefly states the policy of the Mortgage Bankers 
Association. 

I would like to add one other remark, which is an excerpt from our 
statement of last year: 


Whether the VA home loan program should be continued at all is a decision 
for the Congress to make after consideration of many factors, but if the decision 
is in the affirmative we do not believe that Congress should be misled about what 
we believe will be necessary to provide a successful program. 

We pointed out last year, and again I would like to read from our 
last year’s statement : 

What it will take to do the business we cannot say for sure but it would be a 
mistake for Congress to assume that an increase of 5 percent at this time will 
produce any substantial immediate increase in VA mortgage applications, or 
will provide a par market for existing loans, but if the Congress does not in- 
crease the VA rate to at least 5 percent we can foresee only a further severe 
decline in VA applications. An increase to 5 percent will at least improve this 


situation. 

That is the statement we made last year and it is equally as appli- 
cable this year. 

Mr. Sisk, if there are any questions we would be very happy to 
answer them. Mr. Weaver and Mr. Neel are here with me for that 
purpose, but first, I would like to ask if, Mr. Weaver, you would like 
to add to those remarks at this time? 

Mr. Weaver. Mr. Tharpe, I don’t think I have anything to add as 
to the statement of policy. 

I would like to state, Mr. Sisk, that I am vice president and man- 
ager of the real estate and mortgage loan department of the National 
Life & Accident Insurance Co. of Nashville, Tenn. Our company was 
founded back in 1902 and we are presently the largest life insurance 
company in the South. Our assets at the year’s end were approxi- 
mately $700 million and our total life insurance in force is approxi- 
mately $5 billion. Our company has been active in the VA loan pro- 
gram since its inception, and today, as of December 31, we hold ap- 

roximately $71 million in VA loans. We have also been active in 

HA insured program and presently we hold FHA mortgages of 
approximately $185 million, so our total insured and guaranteed loan 
account is approximately $256 million. I thought it might be well to 
give you that information. 

Mr. Sisk. We appreciate the statement. I am sure the committee 
does appreciate it, Mr. Weaver. 

Mr. THarre. I would like you, if you will, to elaborate a little bit 
on whether or not there have been any substantial changes in the 
money market since your last appearance here? Now it is indicated, 
as I understand from your statement, that generally you do not feel 
tnere has been any substantial change, yet we have had some changes 
in Federal Reserve policies. Now, I would like you, if you will, to 
make some comments on what, if any effect that had on the availability 
of money and the cost of money ? 

Now, as I understand your statement, you actually feel there has 
been no appreciable influence on the availability of money; is that 
right, Mr. Tharpe ? 
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Mr. Tuarrr. Mr. Sisk, there has been quite a change, as we all are 
familiar with. Our statement last year was on January 30 and there 
has been quite a drastic change, a swing in the year that has ensued 
or in some 14 months. I think Mr. Weaver could better answer your 
question as to what has happened to the supply of money and yields. 

Mr. Sisk. Yes, Mr. Weaver. I am particularly interested as to 
the comparison in the cost of money, let us say today, as against a 
year ago, when you appeared, in the light of what has happened. 

Mr. Weaver. Yes, sir. There has been a very drastic change in 
the money market. The change has occurred since last November 
14th, when the Federal Reserve Board reduced the discount rate, as 
you recall, 

Mr. Sisk. Yes. 

Mr. Weaver. It was reduced at that time from 314 percent to 3 per- 
cent and since that time, as you know, there have been further reduc- 
tions. It was cut back then to 234 percent, and just recently 
reduced to 214 percent in three of the Federal Reserve districts, as 
I recall it. I do not know whether any of the others have followed or 
not, but that did bring about a very drastic change in the bond market 
and in the yields obtainable in the bond market and in other invest- 
ments. The bond market went up very rapidly after this first an- 
nouncement was made on November 14. 

At that time I recall I was in Texas when it happened, and there 
was a bond issue that they were trying to sell at a yield of around 
4.90 and it immediately went out the window, ané since that time bonds 
of comparable quality have sold at less than 4 percent. 

Now I would like to point out to you that there has been a consid- 
erable change in yields obtainable in the bond market since January. 
To give you a comparison, our company, I remember, bought some 
Alabama Power bonds last summer at a yield of approximately 5.10 
percent. We bought some of their bonds in January, as I recall it, 
at around 3.85 yield, but since that time we have purchased bonds at 
a yield considerably higher than that. 

For example, we bought some California Electric Power Co., 44% 
percent first mortgage bonds due March 1, 1988. You are familiar 
with that company, of course. 

Mr. Sisk. Yes. 

Mr. Weaver. To yield 4.40 percent, and if that bond comes in in 
January it would probably come in at 4 percent or a little less than 4. 

Now, we have also bought a good many other bonds to yield more 
than 4 percent. We bought United Gas Corp., 4%4 percent first 
mortgage bonds, to yield 4.15. That is a “rated” bond. We bought 
Pennsylvania Electric Co. 4’s first mortgage bonds, due March 1, 
1988, at 4.11 percent. That is an AA bond. We bought Central 
Illinois Public Service Co. 414 percent first mortgage bonds due Feb- 
ruary 2, 1988 at 4 percent, and I have some others here; Iowa Public 
Service Co. 414 first mortgage bonds due March 1, 1988, and we 
bought those to yield 414 percent. 

Now there is a general feeling that since the Federal Reserve 
Board took that action on November 14, last year, the rates have 
just sone down just one way, and that is the reason I point these issues 
out [indicating]. 








EXTENSION OF VA HOUSING LAWS 2537 


Mr. Sisk. I appreciate those figures because actually that is some- 
thing that I am sure the committee is interested in, what is actually 
happening in the money market. 

r. Weaver. Mr. Sisk, the point is this: The law of supply and de- 
mand is working. As you gentlemen know, you can’t get away from 
the law of supply ak demand. I don’t care whether it is money 
or whether it is automobiles or groceries or dry goods or what-have- 
you, and the law of supply and demand is working here in this bond 
market and its works in the mortgage market, too. 

That is the reason that yields fluctuate as they have in the mort- 
gage market. : 

ow there was a time when we insurance companies were paying 
premiums for 4 percent GI loans. Now I have seen them sell for 102 
and better, but I also saw them sell, last year a I saw 414’s sell at 88. 

Mr. Sisk. Yes. I know, out in California things were pretty 
rough. The gentleman from Ohio, Mr. Ayres, has some questions. 

Mr. Neel. 

Mr. Sisx. Yes. 

Mr. Neeru. I think it might be well to point out when you are in 
this business you recognize the delay in the effect of a decrease in 
rates on something like bonds insofar as it applies to mortgages. 

The change in the situation that you all noticed and they were 
talking about took place late in the fall of 1957, after November. 
There is always a delayed reaction as to that effect showing up in 
the field of mortgages because the interest rate on mortgages is a very 
different thing than the interest rate on bonds. They are two differ- 
ent types of investments. 

The effect of what happened in last November in many instances 
is just beginning to show up in the mortgage market and the first 
place it shows up in is not necessarily in a decrease in the rate at 
which companies are willing to make mortgage loans. It shows up 
first in the kind of loan the companies are willing to make, for ex- 
ample, where last summer they would not have been willing to look 
at a loan that didn’t have 15 or 20 percent down, and it was no longer 
than 20 years, you will find them accepting applications that may 
involve only 5 percent down, where the term of the mortgage is 25 

ears. 
, In other words, they broaden their field first and this is the kind 
of thing that is happening. 

The next thing that happens, of course, is that you find that the 
discounts are decreasing, the discounts that are quoted on loans de- 
crease. This has happened in the GI loan field.- 

One of the unfortunate things about this discount business, though, 
as Mr. Weaver can tell you better than I, is that there are many com- 
panies in the business that just do not like to purchase loans that. in- 
volve stiff discounts, even if they were legally possible, and even within 
the limits legally possible. It just isn’t a thing they wish to do, and 
many companies, although they like the contract of guaranty and ap- 
preciate it, have been out of the GI market not because they couldn’t 
buy mortgages at stiff discounts, but because until they could buy 
them with adequate yields at relatively small discounts, 2 or 3 or 4 
points, they were out of the market entirely. 
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Now, when those companies go back into the market, back into mort- 
gages, and you get some competition for these loans, it is going to start 
being reflected in terms of better rates, so far as veterans and other 
borrowers are concerned, but that situation has not yet significantly 
taken place. The time lapse has not been long enough. 

Mr. Stsx. The gentleman from Ohio, Mr. Ayres. 

Mr. Ayres. Mr. Tharpe, what would you feel a satisfactory interest 
rate would be today in order to get money into the GI mortgage 
market ? 

Mr. Tuarre. Mr. Ayres, I think I can better answer it by saying 
that the current market in our area for FHA 514 is 98, which pro- 
duces an effective yield of approximately 5.50. I think I ought to also 
point out at this time that we, in the mortgage banking business, 
originate loans. 

Mr. Weaver. 5.50? 

Mr. Tuarrr. An effective yield of 5.50. 

Mr. Neetu. 514 at 98? 

Mr. Tuarre. Yes. We, in the mortgage business, who originate 
most of the loans for the institutional investors, have to be able to sell 
those loans to compete with the bond yields that Mr. Weaver men- 
tioned a moment ago. Historically, the servicing of those mortgages 
by the mortgage banker costs one half of 1 percent. That would bring 
down the net yield to approximately 5 percent. There is historically 
about a quarter of a basic point more, I mean a quarter of 1 percent 
home office expense more in handling a mortgage than in handling a 
comparable bond. There is some additional risk, and foreclosure ex- 
pense, in connection with mortgages, which means that if we are to 
complete with a 4.40 yield on bonds, which means just clipping coupons 
and you add three-fourths of 1 percent for servicing that mortgage 
and some profit for the extra trouble, it means you have to get the 4.40 
up to about 5.50, 514. 

Mr. Ayres. You are saying that your 434 percent on GI guaranteed 
loans is not going to bring money into the market? 

Mr. Tuarpe. No, sir; it will not. 

Now, you have geographical differences in the mortgage market, 
as we all know. Mr. Sisk is from California and he is familiar with 
the fact that California rates are one thing, Georgia rates are one 
thing, up-east rates are another. You have these geographical lim- 
itations that you can’t get avet from. It costs more, for instance, to 
import money into Georgia than from up east, and people locally 
will make loans up there. In other words, they will make them in the 
East before they will come down to Georgia to make them, as you can 
well imagine. 

No, I do not think 434 would be an effective rate. 

Mr. Ayres. Would 5? 

Mr. Tuarre. That would be a quarter of a point better, and if it 
went to 5 it would certainly allow discounts, we would still have 
some discounting, but it would certainly minimize the amount of 
discounts. 

Mr. Ayres. There is an ample supply of money available if you 
can get a fair yield? 

Mr. Tuarpre. Yes, sir; I would say there is. I think Mr. Weaver 
could comment on that better than I could. 
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Mr. Weaver. I would like to comment first on your first question, 
Mr. Ayres, because you are from Ohio. 

We have a lot of activity, we are very active in the Ohio mortga 
loan field in the Kiska Co. up there. They operate extensively iaimahe 
out the State. We have bought many 514-percent loans from the 
Kiska Co. in the first quarter of this year, and the maximum price 
we paid is 98. That isa 514-percent loan. 

e have bought some loans at 97 or 9714. Now, out in your State, 
Mr. Sisk, rates have been just a little higher, historically, in Califor- 
nia, as you know, than they have in certain other sections of the 
country. We bought a lot of loans in northern California since the 
ist of January at 98 plus the 1-percent fee, or effective at the 97 price. 
We have also gotten 10 percent or better downpayments out there. 
In northern California the houses are a little higher priced, and so 
forth. 

Now, as to availability of funds, we are out now actively seeking 
mortgages. Our company is trying to invest about $18 million in 
FHA loans for the first quarter of this year, and, frankly, I am 
afraid that we aren’t going to get that many. Does that answer your 
question, sir? 

Mr. Apatr. Would you yield at that point ? 

Mr. Sisk. Yes. 

Mr. Apart. Is that a typical situation in the market or is your 
company an exception to the general rule? 

Mr. THarre. We are typical mortgage bankers, Mr. Adair. We 
represent 15 companies. We are servicing loans now for 15 com- 
panies. Without an exception, all 15 are in the market, which is 
quite different from what it was even a year ago. They all have 
shifted emphasis to mortgages and I think you could say that there 
is adequate money there. 

Mr. Ayers. What is the reason that you anticipate difficulty in 
finding the money ? 

Mr. Weaver. The reasons that we aren’t able to find the money 
for the market ? 

Mr. Ayres. Yes. 

Mr. Weaver. Well, of course, one thing that is wrong, of course, in 
the case of VA loans, is the unrealistic rate of 414 percent, and, as Mr. 
Neel pointed out, many of we institution investors, insurance com- 
panies, savings banks and others, don’t like to buy loans with these 
extreme discounts. Now, frankly, VA loans that you can legally buy 
at 88 or 90 or 91 are attractive investments, but we are opposed in 
principle, our company is, I am not speaking for the industry, we are 
opposed to buying those kinds of extreme discount loans, because we 
don’t think that it is sound, that is is sound business, because we know 
that the veteran is paying for that, one way or the other, and we just 
do not think it is sound business to buy those extreme discount loans, 
while they are attractive. They are very attractive from an investment 
standpoint. 

We had an opportunity just a while ago to buy a big block of loans 
at about 90 and turned it down for that reason alone. It is a shame 
that we do not have a flexible rate that fluctuates in the market like 
the interest rates on all other Government securities. 

Mr. Ayres. Do you feel that someone in the Government should 
have the authority to set a rate that could be flexible? 
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Mr. Weaver. Yes, sir; I do. I think it is a shame that we do not 
have a flexible rate on both VA and FHA loans. As you gentlemen 
know, the interest rates have varied tremendously. For example, on 
the Treasury bills, I was looking at the figures the other day, and I 
found that in the second quarter of 1954 the Treasury bills sold at a 
yield of three-quarters of 1 percent. 

I also found in the fourth quarter of 1957 that they sold at a yield 
of 3.60 percent. 

Now, the same thing is true with all other Government securities, 
and the other Government agencies that borrow money, that they pay 
rates that vary very greatly, as you know. 

Mr. Neet. One of the things along that line that has always mysti- 
fied us to some extent was brought out by a speech of Walter Nelson, 
the president of MBA, made a few weeks ago, if I might read a few 
sentences here. This might vindicate what Mr. Weaver was saying. 

Mr. Nelson pointed out, and I am quoting: 

The principle of market determination of interest rates is accepted and ob- 
served by almost all other Government credit agencies. The Public Housing 
Agency does so in respect to the loans it arranges for local authorities, of the 
Federal land banks, and the Federal home loan banks do so in respect to deben- 
tures they issue to the public. The Commodity Credit does so, and so does FNMA. 
In other words, almost without exception the VA and FHA, you have Govern- 
ment agencies which have to issue securities to the public recognizing if they 
want to get those securities to the public they have to put a greater yield on 
them which is marketable in the money markets as they exist at the time, and 
this principle is one that has never yet been accepted by the Government or by 
the Congress in this area, and I think in the long run we have always felt this is 
the only real answer to this problem. 

Mr. Ayres. When the rate was increased on VA loans to 414 percent 
from 4 percent, the Congress didn’t vote the power to make the increase 
to the Administrator or by administrative action. Now, do you gentle- 
men care to offer opinions as to why Congress is not more realistic 
about this? You area part of our great American public, you are ex- 
perienced in this field, we get your recommendations, we sit and we 
listen, and then we do nothing. Now, why? 

Mr. Weaver. Mr. Ayres, I believe there is a lack of understanding 
on the part of the Members of Congress. 

I believe that if we can sit down with every Member of Congress 
and have a full discussion of the matter, that we can convince them 
that we do need a flexible interest rate. 

Mr. Tuarre. If I may comment here, too—— . 

Mr. Ayres. I think this is the crux of it and I think a lot of us un- 
derstand it. 

Mr. Weaver. You do. A lot of people do, of course. I am talking 
about the average Member of Congress. 

Mr. Ayers. Mr. Tharpe, did you want to comment ? 

Mr. Tuarpr. In talking about the lack of understanding which Mr. 
Weaver mentioned, I might mention the bill that was passed by the 
Senate yesterday and the 434 rate, making it a half under the FHA 
rate, is completely unrealistic, and would automatically work to the 
detriment of the program. 

To those of us who try to sell GI loans and FHA loans, there is 
just not one-half of a percent differential between a GI loan and an 
FHA loan. You can’t get investors to buy them. There is just not 
that much difference in the quality of the investment. 
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Mr. Ayers. I said yesterday and I am going to repeat it again today, 
because I feel deeply about it: In my judgment if Congress doesn’t 
bring before them a realistic interest rate then, in my opinion, we are 
ducking the responsibility both to the veteran who wants a home and 
also to the overall economy, to which we are trying to give a much- 
needed shot in the arm. 

You gentlemen have the money available. There are millions of 
people that want a home, and the thing I think they are primarily 
interested in is “How much down? How much a month?” 

Mr. Nee. Let me make a comment there, Mr. Ayres, along that 
line. 

We have always felt that the veterans, and I guess a lot of us here 
are veterans, all three of us sitting at this table are, would rather pay 
a market rate of interest, whatever it may be, and get a loan, than to 
not pay a market rate of interest and not get a loan, and we have also 
made the statement—and I would like to repeat it—that discounts are 
not to the advantage of the veteran. Once a discount is embodied in 
the cost of the house, it is gone, and can never be recovered by the 
veteran who has paid it, and he is going to pay it one way or the other. 
If, on the other hand, he pays a market rate of interest, whatever it 
may be, and gets his loan under the GI system, he can always refinance 
the loan without any penalty whatsoever; and many of them have and 
would do it. Therefore, he can always recapture the excess, you might 
say, he would be expected to pay if he paid a higher rate of interest 
than someone else. That is No. 1. 

No. 2, when you read about what an increase in the rate of interest 
is going to cost the veteran you always read about it in terms of 
totals, which assumes that the VA loan is going to stay on the books 
for the entire term it is made for, namely, let’s say 20 or 25 years; but 
the experience of the VA is that those loans on the average mature in 
7 or 8 or 10 years, and therefore the total cost that you read about is 
not an accurate reflection of what it might actually cost him, because 
the properties turn over that much faster, but when the discount is 
taken, that is gone, and can never be recovered. 

So this is why to use the market rate of interest is the only real 
answer, and my own feeling is you are absolutely correct in your 
belief that this is the real fact that the Congress Lab to face up to. 
It is not an easy thing to face up to, but it is a thing that has to be 
faced up to. 

Mr. Weaver, did you have a comment you wished to make? 

Mr. Weaver. Yes; I would like to make a comment about our opera- 
tions in 1957, because I think it will prove a point to you. 

Last year, because of the tight money situation that existed, we 
went on an allocation program insofar as FHA loans are concerned. 

I might also say that then we pulled out of the VA 501-loan field 
in December of 1956. That was at the time the FHA raised the in- 
terest rate. 

We have not made a VA 501 loan since December of 1956. Now, 
in the FHA field we allocated funds to our loan correspondents 
throughout the year 1957, on a quarterly basis. 

Those allocations were predicated on the volume of loans that the 
correspondent was servicing for us and his past production. 

Now we made FHA loans that were very unattractive to us as an 
investor in comparison with bonds and other investments that were 
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available at that time, but we did so in order to keep our loan cor- 
respondents in business and for them to keep their builder contacts. 
They all had builders out there with organizations, overhead, and if 
they lost those men they probably could not get them back. So 
throughout the year 1957 we did allocate each quarter a rather substan- 
tial volume of FHA loan money. As a matter of fact, it was around 
$27 million, just to keep our loan correspondents in business, and I 
am sure a lot of other companies did the same thing, because we can 
bear AA bonds to yield around 5 percent. We bought A-rated bonds 
to yield as high as 5.5 and better. 

Mr. Ayres. Well then, I assume we can draw the conclusion that if 
there isn’t a realistic interest rate on GI loans, guaranteed loans, we 
might just as well leave the program, permit it to die, and depend on 
the FHA. Then if we do that, the veteran is going to pay a higher 
interest rate, pay a higher downpayment, and he will just be another 
citizen; so the decision Congress has to make is whether we are going 
to kill the program, let it die a natural death, as it will, and just say 
to the veteran, “You use the facilities of FHA.” 

Mr. Weaver. That is right. Let’s take a realistic look at it now. 

We are buying FHA 514 percent loans at a maximum price of 98. 
Now, let’s assume that the GI program is extended for 2 years and 
had a rate of 41%4 percent. To buy that loan to yield the same as the 
FHA 514 we would have to buy it at 94. You see, 1 point represents 
approximately one-eighth of 1 percent in yield; so the interest rate 
would be one-half of 1 percent less, don’t you see? So you would 
have to buy it at about 4 points discount below the FHA. 

Mr. Ayres. Well, I am introducing a bill today, Mr. Weaver, that 
would extend the program 2 years, give the Director of the Veterans’ 
Administration the authority to set the rate of interest, also extend 
the direct-loan program and authorize $200,000 a year to go into that 
in the areas where you gentlemen and other investors do not operate. 
I don’t know what kind of luck they will have with that, but at 
least in my judgment it is a step in the right direction. 

Mr. Weaver. It makes a lot of sense to me, Mr. Ayres, and I would 
like to mention right there that we have done a very good job, in my 
opinion, with the VHMCP program. Our company has been active 
in VHMCP. Mr. Tharpe is a member of the national committee. I 
am a member of my regional committee. We made a lot of progress 
and I think the VHMCP isa very fine program. 

Mr. Ayres. I agree with you. 

There is some disagreement in this committee as to their effective- 
ness, but I have witnesses at first hand the fine job they have done, at 
least in my area. 

Mr. Weaver. Yes, sir. 

Mr. Ayres. That isall. 

Mr. Sisk. The gentleman from Indiana, Mr. Adair. 

Mr. Apatr. Mr. Chairman and gentlemen, I have 3 or 4 questions 
here which I would like to address to you as a panel, whichever one 
feels the urge to answer will please answer : 

The Senate, in the last few days, has passed a bill S. 3418 which, as 
you so well know, is on this general subject. Will you give us your 
appraisal of that legislation, the section which pertains to the 
veterans? 
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Mr. Nee. Well, Mr. Adair, the Senate finished action last night 
and I haven’t had a chance to examine the record thoroughly. 

This is my understanding of what they did, and, if I am wrong in 
any particular, I would like the record to ‘indicate that it is not 
intentional. 

My understanding in this area is that they abolished the control of 
discounts both for the FHA and for the VA. We have long recom- 
mended that that be done. We don’t think discount controls are work- 
able. The Congress found them not to be once before, and we cer- 
tainly would heartily approve of that. 

They extended the program for Veterans of World War II for 2 
years, and they fixed the rate of interest at 434 percent, but in no in- 
stance can it be higher than a half point of whatever is fixed on the 
FHA program. 

We don’t believe that there is as much of a difference between an 
FHA loan and a VA loan as that would indicate. It would be far 
more preferable to have the legislation contain the authority for the 
Administrator to fix the interest rate within the levels that the Com- 
missioner for the Federal Housing can fix rates. 

That currently has a ceiling fixed by Congress at 6 percent, but it 
of course is fixed at 5%. 

I believe that even with the legislation as it passed the Senate there 
is some indication if the market continues to change that if it is made, 
that it will be some degree more workable than it has been in the past. 
It would be foolish not to say that would be true. I don’t believe that 
the troubles of the program have been corrected, and I think that 
it will be largely ineffective unless this change continues more rapidly 
than it has. 

There are the two provisions I think you had specific reference to. 

Mr. Aparr. Is the reason for your latter statement the fact that you 
don't thinit this 454 percent intereshis-enotagit® 

Mr. Nerv. I don’t believe the yield that can be secured from a GI 
loan made at 4! 34, after you take off the cost of servicing and the home 
office expense, is a marketable rate of interest in today’s market. I 
would like to talk about yields, because that is what we consider in this 
business, and when you add to that the fact that to produce a market- 
able yield you would be required to do business at discounts which 
are unattractive to many lenders, you again narrow the program. 

Mr. Aparr. There has been some talk in this committee, and there 
has been a lot of conversation in various places, about varying interest 
rates throughout the country, varying interest rates and varying dis- 
count rates. I recognize that it certainly would be a most difficult 
thing to vary the interest rates on VA loans in different sections of 
the country. Do you gentlemen think that that would be a practical 
thing or is that completely unworkable ? 

Mr. Weaver. It does present a real problem, Mr. Adair. I don’t 
know that it would be practicable to vary the interest rate on a VA 
loan, for example. 

Mr. Apatr. Although interest rates do vary on other types of loans, 
don’t they ? 

Mr. Weaver. They do; that is right. For example, in the New 
England States and in the eastern section of the country where you 
have large concentrations of capital, rates have always been lower 
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than they are in the growth sections of the country, like your State, 
California, Mr. Sisk. That is true and that does present a problem. 

Mr. Neel, would you care to comment on that ? 

Mr. Nerv. Well, I think most people would probably say this, Mr. 
Adair: that the problems of administration and the congressional 
problems of trying to have two different rates on a standard piece of 
paper such as the GI loan are almost insurmountable. I don’t think 
it is a practical thing. 

Mr. Anpair. That is my own feeling on the matter. I just wanted 
your opinion. 

Mr. Nrew. If you have the loan carry a rate of interest which pro- 
duces a marketable yield generally throughout the country, you could 
adjust for these varying costs of money by a reasonable fluctuation 
in the amount of discount for which the loan sells, and within reason- 
able limits there is no reason why that won’t work, and it is much more 
workable than any other solution, I think. 

Mr. Apatr. Now Mr. Ayres raised a question a while ago about 
the amount of money for this market that the 434 percent interest 
rate would produce. 

I understood you gentlemen to say that while it might produce a 
little more money, the amount would not be large? Am I correct in 
that understanding ? 

Mr. Weaver. That is my opinion. 

Mr. THarre. Yes. 

Mr. Apatr. Now, is it the attitude generally of the Mortgage Bank- 
ers Association that the VA and FHA programs should eventually 
be merged or at least the VA programs should be dropped—right ? 

Mr. Weaver. Right. 

Mr. Nest. That is correct. 

Mr. Apatr. Now, if the VA program in one respect is to run until 
1965, that is, with respect to the Korean veterans, why should not the 
whole program run until 1965 ? 

Mr. Neev. I will comment on that, if you wish. 

Mr. Tuarpeer. All right. 

Mr. Nee. There are some good reasons for making the statement 
that it will be confusing if it doesn’t, Mr. Adair. I think the question 
there is a question about whether the Congress, recognizing that if 
_ perpetuate a program which was designed for a specific purpose, 

yond its termination date often enough, you might as well consider 
it as permanent legislation. 

Now I have heard the chairman of this committee, and I would say 
I agree with him, I have heard him say on many occasions that the 
purpose of the enactment of the GI bill of rights, World War IT vet- 
erans’ legislation and Korean veterans’ legislation, was to rehabilitate 
veterans or to give veterans who had not had the opportunity to pur- 
chase homes during the war, to give them an opportunity to do so for 
a reasonable period, and I think I have heard him say that in his 
opinion, if a veteran of World War II had not been rehabilitated 
between 1946 and 1958, he wasn’t sure he was ever going to be re- 
habilitated, and therefore, in his opinion, if I correctly understood 
him, and if I didn’t, I would like to be corrected, it was his idea, and 
I would agree with it, that a program designed to provide for a 
veteran an opportunity to do something that he hadn’t had the 
opportunity to do during a world war, should not be indefinitely 
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continued ; otherwise you might consider it just as well as permanent 
legislation. I think this is a point of view which deserves real con- 
sideration, and I personally think that it is the one with which this 
association would agree; but I do recognize the possible complexity or 
confusion you run into when you have one program that is going to 
go to 1965 and the other one ending. 

Mr. Apatr. Why does the Mortgage Bankers Association think 
that the VA loan-guaranty program should be discontinued ¢ 

Mr. Nerv. The reason we feel that the VA program for veterans 
for World War II should be discontinued is that we think it was 

assed by the Congress for a specific purpose, that the purpose has 
argely been accomplished, and that the sooner we veterans can be 
treated like other citizens the better off we are and the country is. 

We believe that a veteran can secure, under the FHA program, 
sufficient amounts of money at reasonable rates of interest and at 
reasonable maturities, which will provide him with all the advantages 
that he, as a citizen, needs in the present economy. 

I believe I have stated what I think would be the opinion of the 
MBA. 

Mr. Apatr. Would one aspect of your decision be based on the 
fact it would be more convenient and less confusing to have one set. 
of rules, the FHA rules, rather than to have two, VA and FHA, in 
the conduct of your business affairs? Does that enter into your 
thinking? 

Mr. Nein. There is no question about it, and Mr. Tharpe can tell 
you how much trouble and confusion has been produced. There is 
less now than there has been because we are ovine together better 
than before. 

Mr. Tirarrr. There has been a constant confusion by the two sets 
of rules. 

Mr. Apair.: That. is an aspect which is a perfectly legitimate one. 

Mr. TuHarpr. Yes; and I think we can add to that that we feel that 
the FHA program is a sound program, and the same facilities to buy 
a home sheald be extended to all citizens instead of to just one group; 
but it is a very confusing set of rules to have to play by. 

Mr. Apartr. Therefore, you would think that the sooner the VA 
loan guaranty program passes out of existence the better under the 
present circumstances ? 

Mr. Tuarpr. Yes. 

Mr. Weaver. We think too, Mr. Adair, it would be an economy 
measure for the Government, too, to have it consolidated into one. 

Mr. Aparr. That is because of the savings in administration ? 

Mr. Weaver. Yes, sir; that is an important point. 

Mr. Aparr. Mr. Chairman, if I might ask just one more question? 

What is your attitude about the direct loan program of the Veterans” 
Administration? Do you think that should be continued, discon~ 
tinued, or what is the position of the MBA ? 

Mr. Weaver. The position of the MBA is, we feel that private 
industry can do the job with the help of the volunteer home loan mort- 
gage credit program. They have already made a big contribution in 
that area. I think the companies are perfectly willing to continue their 
contribution in that area if given a marketable rate. 

We think that private industry can handle the job without the direct 


loan program. 
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Mr. Avarr. Well, Mr. Tharpe, would you think that would be true in 
these areas about which we get constant reports, where there are 
insufficient private funds for loans? 

Mr. Neew. There was certainly a time when direct loans had not 
been made by the Veterans’ Administration, even assuming rates had 
been correct, Mr. Adair, that the loans would not have been made. 
This is not nearly as true as it was, not only because of the voluntar 
home loan mortgage credit program, but there is a new program which 
the FHA put into effect which deserves your attention, and which is 
going to do a terrific job in this regard. That is what is known as 
the Certified Agency program of the FHA. 

Under that program, the FHA in effect, says to a mortgage lender 
or small bank or savings and loan association or any other local type of 
institution, “Under some broad guide rules which we will provide for 
you you may become appointed as a certified agent of FHA.” 

At that point the certified agent does all the paperwork involved 
in making an FHA loan. He hires an independent appraiser, which 
is picked out by the FHA. That appraiser makes his report to the 
lending agency. The lending agency processes all the papers and re- 
ports the loan to the FHA, which insures the loan. If they don’t like 
the kind of work the certified agent is doing, they may tell him not 
to make any more, but in so far as that loan is concerned, it is an in- 
sured loan automatically. 

This kind of program is going to reach out into the areas you are 
talking about, because it puts the responsibility right back where it 
belongs, in the local lending institution with certain safeguards, to 
protect. the interests of the Government, which is insuring the paper. 

This is being taken up enthusiastically by lenders in those areas 
where the FHA has put it into effect so far. We have been urging the 
FHA to expand this as rapidly as possible. 

This is a large part of the answer to what you need in addition to 
VHMCP to get these moneys into rural communities and we believe 
it can work and can work to the point where additional direct lending 
will not be necessary. 

Mr. Aparr. Therefore, do you think the direct loan program should 
not be extended ? 

Mr. Neet. We have so recommended; yes, sir. 

Mr. Tuarrr. To give you an example, Mr. Adair, our firm I will 
say 5 years ago, confined our activities to the metropolitan area of 
Atlanta. 

Today, after making loans under the voluntary home loan mortgage 
credit program, and making loans on our own in the area we were 
serving through that program, we are now making loans actively in 
some 40 to 50 municipalities throughout the State. In other words, 
we have spread out from the metropolitan area of Atlanta into some 
25 or 30 counties or cities, and I think that is pretty generally true 
with the mortgage bankers around the country. I think they would 
carry it even further if given a marketable rate. 

Mr. Sisk. The gentleman from New York. 

Mr. Fino. Coming from New York City I would like to ask you: 
am I correct in saying that available funds at 414 percent for the GI 
mortgage loans are practically nonexistent in New York City? 

Mr. Tuarre. No, sir, they are not—they are not available except in 
extremely deep discounts. 
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Mr. Fro. Such funds are not available in New York City ? 

Mr. Tuarre. That is right. 2 

Mr. Frno. I am primarily concerned with New York City. What 
would you think would be a realistic rate of interest for GI loans, more 
particularly in the New York areas? et ad 

Mr. Weaver. Mr. Fino, our company is not active in the New York 
mortgage loan field. We are not qualified to do business in the State 
of New York, so I am really not familiar with your problem there, 
as much as I am elsewhere. The availability of funds in the East has 
been a little better than it has in other sections of the country, but just 
offhand, Mr. Neel might like to comment on it. 

Mr. Tuarpe. I think I can comment on it. ; 

The FHA 5% rate in New York is an effective rate and is considered 
to be a par market. 

Mr. Weaver. It is 99 of par today. : 

Mr. Tuorrr. Yes, between 99 and par is the going price of FHA 
514 percent loans. 

Mr. Frno. Would you gentlemen recommend or suggest that the 
Congress should delegate the power of fixing the interest rate on GI 
loans to the VA Administrator ? 

Mr. THarpre. Yes, sir. 

Mr. Weaver. Yes, sir; I certainly do. 

Mr. TuHarrt. I would certainly give him the responsibility of it, 
rather than fixing it, tagging it on to the FHA rate, making them 
responsible for it, as is included in one bill. 
une Frno. In football parlance it would be passing the ball to the 

At 

Mr. Tuarper. That is right. 

Mr. Frno. And let them juggle the ball. 

Mr. Taree. That is right. 

Mrs. Rogers. Do you feel that the GI loans have been a good source 
of revenue to you ? 

Mr. THarpre. Yes, ma’am; they sure have. 

Mrs. Rocers. You like to make them ? 

Mr. THarre. Yes, ma’am, I sure do. 

Mrs. Rocrrs. I take issue with the persons saying there is no differ- 
ence between a veteran and a civilian. I think there is an enormous 
amount of difference, the years and years of work and the sacrifices 
that the veterans have made, and I know how difficult it has been, 
particularly for those who served a long time to get back into the busi- 
ness world, and I think they ought to be given a decent. consideration. 

Mr. Tuarpr. I certainly concur, Mrs. Rogers, in that part of your 
statement. 

Mrs. Rogers. I have stated this view often because more and more 
we seem to be pushing the veterans into the background. It is not 
popular to talk about the veterans any more. 

Mr. Tuarer. I will especially agree with you on the disabled 
veterans. 

Mr. Frno. Will the gentlewoman yield ? 

Mrs. Rogers. Yes. 

Mr. Fino. Before you came in, it was made known to this commit- 
tee that these three gentlemen are veterans. 

Mrs. Rogers. Yes, I appreciate that, but their thinking may still 
be different from mine. I am not a veteran. 
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Mr. Tuarre. I think I do agree with you. Thank you very much. 

Mr. Sisk. The gentlewoman from New Jersey. 

Mrs. Dwyrr. With the impetus on housing as a means of building 
our economy, your position is still then the same, that you feel the 

I loan should be merged with the FHA? Do you feel that that 
would stimulate housing for veterans? 

Mr. Tuarrr. We feel, yes, that the FHA program can do the job; 
yes, Mrs. Dwyer. 

Mr. Neex. I might point out, Mrs. Dwyer, that assuming that some 
of this housing legislation that is being proposed for the FHA is en- 
acted, you would have an FHA program under which a veteran or 
anybody else could get a 97 percent loan up to $13,500, could get a 
joan with a maturity of 30 years. Of course, the percentage of ratio 
decreases after you get up to $13,500, but more and more of the FHA 
program is getting to what even you people would have probably said 
was liberal, had it been for veterans alone, 10 years ago. The differ- 
ences between the two programs are rapidly disappearing. 

Mrs. Dwyer. Thank you very much. 

Mr. Sisx. Mr. Fino. 

Mr. Fino. You are talking about the $13,500 homes. Are those 
things still around? 

Mr. Neeru. Yes, they are still around. I think Mr. Severin can an- 
swer that. He is the gentleman who will appear before you as your 
next witness, and he would be a much more appropriate person to an- 
swer that question, but there are many many areas of the country 
where good houses are built for that amount, and even less than that, 
and are selling for that. 

Is that correct, Mr. Severin ? 

Mr. Severtn. I am sorry, I wasn’t listening. 

Mr. Nerv. I said there are many areas in the country where houses, 
and good houses, are built to sell for less than $13,500. 

Mr. Severtn. That is true. 

Mr. Frno. What part of the country is that ? 

Mr. Sisk. If the gentleman doesn’t mind, we will have Mr. Severin 
before us very shortly. 

The gentleman from Florida, Mr. Haley. 

Mr. Hatey. I was interested in the gentleman’s statement a while 
ago about combining these things, that you would do away with the 
VA, is that preferable ? 

Mr. THarre. Combining the two agencies ? 

Mr. Hatey. Yes. 

Mr. THarre. We haven't thought of it as combining the two agen- 
cies, but in terms of the FHA doing the job within itself, within its 
own framework. 

Mr. Hater. You would consider that, because that applies to all 
people rather than just to the ex-servicemen, is that correct ? 

Mr. Tuarre. That is correct. 

Mr. Harry. As the gentleman said a little while ago, if that would 
do the job, why is it necessary for the Federal Government to be in 
this thing in the first place, if it is not to assist the veteran ? 

Mr. Neex. Are you referring to why the FHA was established ? 

_ Mr. Harry. Yes, if one could take care of the situation, what is the 
use of keeping the other agency ? 
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Mr. Neet. When we were talking about taking care of the situation, 
we were talking about with adequate yields there would be sufficient 
money available to provide an adequate market for FHA or VA paper. 
When the Veterans’ Administration loan program was set up and when 
the program of FHA was set up, it served a useful purpose—and still 
does—and that was to provide an instrument, a marketable instrument, 
namely, a loan which was insured or guaranteed, which had certain 
common characteristics, and which could be recognized everywhere 
in the United States as such. 

Conventional loans, loans which do not carry this characteristic, are 
different in different communities and there was no national market 
in such loans. Today, if you buy an FHA loan it doesn’t make any 
difference in what State in the Union the property is, it has some hall- 
mark. It is like sterling on a piece of silver; you know what you are 
talking about, and it gives lenders an opportunity to make loans of 
long maturities and a high ratio of value, of loan to value, which they 
could not make under State loans, lacking that legislation, and this is 
the point. 

Mr. Harry. In other words, the program is backed up by the good 
faith and credit of the United States Government; therefore, it is good 
business for you, is that correct ? 

Mr. Neet. In general terms; yes, sir, but I would like to point out 
that the Federal Housing Administration program has been profitable 
to the Federal Government and all the costs have come out of the 
insurance premiums paid by the borrower, so it is not a program which 
involves any cost to the Federal Government. 

Mr. Harry. One of the answers, I believe, in response to a question 
from the gentleman from New York, concerning what a realistic in- 
terest rate should really be, I will ask, should it vary over the Nation 
or would a firm interest rate all over be more satisfactory ? 

In other words, on the west coast should you have an interest rate 
different from the east coast of the United States, where the money 
is available? Would there be some fluctuation in that situation ? 

Mr. Tuarrr. There would have to be a differential for the various 
areas of the country, and that is applicable to your bond fields and that 
is applicable in every other field of investment. There would have to 
be some differential. You will either have to create that difference by 
fixing a rate uniform to the whole country and making adjustable dis- 
counts or you are going to have to let the rate itself fluctuate around 
the country. There will have to be a differential somewhere. 

Mr. Hatery. Is the income from this interest exempted from income 
tax! 

Mr. Weaver. No, sir; it is subject to tax. 

Mr. Harry. I think you said to the gentlemen from New York City 
a realistic rate would be what? 

Mr. Weaver. Five and one-quarter on FHA. 

Mr. Hatey. Five and one-quarter. Are the interest rates on the 
west coast market lower or higher ? 

Mr. Weaver. They are lower—well, discounts—the allowable dis- 
counts are, 

Mr. Hatery. In other words, you are adjusting on your discounts 
rather than on the interest rate as a whole? 

Mr. TuHarrr. Yes. 


et ee ae eae ee RT TT = 





2550 EXTENSION OF VA HOUSING LAWS 


Mr. Nerv. The correct answer to that question, though, is that the 
rate is higher on the west coast than it is in New York. 

Mr. THarpe. But it is adjusted with discounts. 

Mr. Harey. That is understandable. That is all. 

Mr. Sisx. Mr. Mitchell. 

Mr. Mircuetu. Mr. Neel, I think you were correct when you stated 
in your opinion the context of the Senate action is good legislation. I 
believe you stated, in response to a question by Mr. Ayres, that it 
would, in your opinion, make some more money available if that legis- 
lation was finally enacted ; is that correct ? 

Mr. Neet. I believe that is correct ; yes, sir. 

Mr. Mrrcenetz. Could you give the committee your best judgment as 
to just what extent, how much more, what percentagewise would be 
made available if that legislation is enacted ? 

Mr. Neet. Mr. Mitchell, anything I would say would be such a hope- 
less guess, it would be of no real help to the committee. 

Mr. Weaver works in this field every day, and if any of the three of 
us is qualified to answer that question, he is, but it is a right difficult 
question to answer. 

Mr. Weaver. I am afraid my crystal ball is not that good. I 
ae out earlier that the FHA 514 ame loan, which we are now 

uying at 98, would have to be purchased at 94 with the proposed 
43/, percent VA rates. We would be reluctant, as I say, to buy these 
extreme discount VA loans. We are most opposed to it. The yield 
would be attractive, 434 loans at 94 would be attractive investments 
to our company, but we would much prefer a rate to be set at a 
realistic level. 

Mr. Mrrcnety. That is all. 

Mr. Sitsx. The committee would like to take note this morning of 
our newest member, the gentleman from Tennessee, Mr. Everett. We 
are very happy to have you with us on the Veterans’ Affairs Commit- 
tee. We hear you are doing a wonderful job and at this time, if you 
have any questions, Mr. Everett, we oul be glad to hear from you. 

Mr. Everett. I have no questions. 

Mr. Sisx. All right, we thank you gentlemen. 

Mr. Weaver. Mr. Chairman, as a Tennessean, I would like to state 
that we are delighted to have Mr. Everett on this committee and in 
the Congress of the United States. As you probably know, he won 
a great victory down there recently, by receiving more votes than his 
two opponents combined. 

Mr. Sa. We are certainly very happy to have Mr. Everett with 


us. 

Mr. Harry. Let me ask the gentleman this: Were the Republicans 
running against him or was it other Democrats ? 

Mr. Everett. Two Democrats. 

Mr. Harry. We want to get this thing straightened out. 

Mr. Weaver. Two pretty good Democrats, weren’t they, Mr. 
Everett. 

Mr. Everett. Yes, sir; they certainly were. 

Mr. Sisk. Gentlemen, there are just a couple of things I would like 
to quickly explore here. 

e have still another witness to come before us, but there is one 

particular thing I am interested in, but without us getting into a 
whole discussion of the philosophy here. Of course, in the initial 
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setting up of the FHA, as well as in some of the VA programs, by 
the mere fact that the Government was insuring the loan, and to in- 
sure on behalf of the lender the return of his investment, of course, 
the Congress felt impelled to set interest rates. 

At that time it actually enacted two methods of setting them, but 
you gentlemen agree that still should be the prerogative of Congress, 
to determine either directly or to determine administratively, to have 
the authority of setting it, rather than a complete turning loose of it? 

I mean, I would like to just have a brief comment on it without, as 
I say, getting into the whole philosophy of the thing. 

The feeling I am trying to express I think is generally set up in 
Congress, for example, in the setting up of the FHA. For example, 
if the Federal Government is to guarantee the loan, then there is some 
senyreeney in regard to the interest rate. Do you gentlemen gen- 
erally agree to that as a matter of principle? 

Mr. Nee, Mr. Sisk, we recognize the reason for that feeling and the 
legitimacy of it in many instances. It is the officially stated policy 
of the association, however, that in the long run the interests of every- 
body would be better served if, insofar as the rates were concerned, 
the loans either guaranteed by FHA or VA were allowed to find their 
own level of interest within the general framework of the economy, 
without any specific controls by the Congress or by the Administrator, 
but recognizing the many objections to that, which, in many instances, 
are reasonable, certainly the next best thing would be to, within broad 
overall limits, set by the Congress, to allow the administrators of the 
program, and direct them and give them the responsibility for fixing 
any specific rate; and I think the Congress, when they first set up the 
FHA, did provide a maximum rate which was so far above what 
it took to do the job, that within those limits you might say the Admin- 
istrator had complete freedom, because it was broad enough to give 
him the ability to let the market determine the rate. 

Mr. Sisk. Well, the point that I was attempting to make was along 
the lines of the question of the gentleman from Florida. 

It was my understanding that you gentlemen do not take a posi- 
tion opposed to the Government program such as is inherent in FHA ? 
[ mean, in other words, you are not here advocating the elimination 
of some type of guaranty program, are you ¢ 

Mr. Neeu. No, indeed. 

Mr. Sisk. You just wanted to make it clear——— 

Mr. Neev. No, sir; we are not. 

Mr. Tuarpe. I would also like to point out that the original concept 
of FHA, in making the low down-payment and long-term loans, it 
allowed the institutions making those loans to pool the risk of the 
loans. That was the original concept of the FHA. It was a pooling 
of the risk among many. It was a mutual insurance fund out of 
which the losses would be paid. It was a pooling of the risk of the 
program, and we are very much in favor of that. 

Mr. Sisk. I agree with you gentlemen, and I think that was the only 
way that could have been accomplished at that time and the only way 
it probably could be accomplished now would be through the type of 
program which we have under Federal operation. 

Now the only one other thing that I would like to explore briefly, 
in view of, I believe, some comments made either by Mr. Weaver— 
no, I believe this was by Mr. Neel—that there have been some radical 
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changes in the 12 months—it is even now changing—but that 
ak one of the changes that have occurred is the fact that the 
ending institutions are more willing to grant, let us say, longer term 
loans, and loans that, for example, were not quite as good in some 
aspects. 

Mr. Nee. Lower downpayments. 

Mr. Sisk. Lower down payments, and so on, as they were a year 


ago, but so far it has not substantially affected the actual interest rate 
itself ; is that correct ? 


Mr. Neet. That is correct. 

Mr. Sisk. Now, would you predict what might happen in the next 
6 months if the present trend continues? I vedilins this, to some extent, 
has to be conjectural; but, in view of the fact that it has changed 
substantially, that there are still certain changes indicated, would 
you predict what might happen 6 months from now? Would this 
change to a point substantially affect the interest rate in itself, let 
us say, by October Ist of this year? 

Mr. Weaver. Mr. Sisk, I think that will depend upon the econom 
as a whole, as to the business conditions for the next 6 months. If 
we continue in this recession we are now in here—— 

Mr. Hater. He shouldn’t say that word. 

Mr. Sisk. That isall right. Some of us call it a “recession.” 

Mr. Weaver. A rolling readjustment, but if we continue in the pres- 
ent situation, if business continues to slide, interest rates will prob- 
ably be a little lower, we think, but if things turn in July, as a lot of 
economists have predicted, then rates could move back up. 

Mr. Sisk. That was the point I wanted to make, just in general 
what your impression would be in the face of, let’s say, some continu- 
ing slide in the economic picture. If that continues, then interest 
rates would go down some; don’t you think ? 

Mr. Weaver. That is the reason we should have a flexible rate, I 
think. so we could stay close to the market and make these loans 
available. 

Mr. Sisk. I certainly appreciate the statement you gentlemen have 
made here. I think it has been very informative to the committee. 

Mr. Ayres. I was just going to ask if Mr. Weaver felt an acceler- 
ated housing program might help a turnabout between now and July? 

Mr. Weaver. We all realize, of course, that housing does have a 
tremendous impact upon the economy of the country. I saw an esti- 
mate yesterday where 500,000 or 600,000 additional people would be 
employed if we could build a couple of hundred thousand more homes 
this year, and it does have a tremendous impact on the economy ; there 
isn’t any question about it, in my opinion. 

Mr. Ayres. Just one last question, referring to what you intimated 
previously, that in the event we have a realistic interest rate, there 
is ample mortgage money that will go into the market, for GI guar- 
anteed Inans ? 

Mr. Weaver. Yes, sir; that is my opinion. We investors like GI 
loans. 

Mr. Hater. Will the gentleman yield at that point ? 

Mr. Ayres. Yes. 

Mr. Haney. I would like to ask all of you gentlemen one question: 

Has there been a decided downward trend in the building program 
all over the Nation, and to what extent, 5 percent or 50 percent or what? 

















PXTENSION OF VA HOUSING LAWS 2553 


: Mr. Weaver. Mr. Neel can probably give you the housing start 

res. 
Mr. Neet. I have some informal housing start figures, which I got 
yesterday, which indicate housing starts for the month of February 
I believe at 65,000, which indicates an annual adjusted rate of under 
900,000, somewhere in the 800,000’s, which is still a downward trend— 
if I have correctly stated the figures. 

Perhaps the next witness will have that more accurately, but I be- 
lieve the trend is downward, and so far as the GI program is con- 
cerned, it has collapsed like a balloon. 

Mr. Hatey. It is almost gone. 

Mr. Neeru. It is almost gone; yes, sir. 

Mr. Harry. Will you hazard a guess as to how far that slide has 
gone downward ? 

Mr. Nee. Well, the figures on applications indicate it is just away 
off. It is practically nonexistent, in any reasonable sense of the word. 

Mr. Hatey. That is all over the Nation? 

Mr. Neet. Correct. 

Mr. Sisk. Mr. Tharpe, Mr. Neel, and Mr. Weaver, we certainly ap- 
preciate you gentlemen being here this morning. 

Mr. THarre. We enjoyed it very much. 


STATEMENT OF NELS G. SEVERIN, PRESIDENT, ASSOCIATION OF 
HOME BUILDERS, ACCOMPANIED BY JOSEPH B. McGRATH, LEGIS- 
LATIVE DIRECTOR; AND HERBERT S. COLTON, GENERAL COUNSEL, 

NATIONAL ASSOCIATION OF HOME BUILDERS 


Mr. Sisk. Our next witness is Mr. Nels Severin, president of the 
National Association of Home Builders. Mr. Severin is from Cali- 
fornia. 

Weare very happy to welcome you here before the committee. Will 
you identify yourself for the record, Mr. Severin, and proceed with 
your statement ? 

Mr. Severtn. Thank you very much. 

Mr. Chairman and members of the committee, this statement is 
presented on behalf of the National Association of Home Builders, 
peekes for the organized home building industry in the United 

tates. 

My name is Nels G. Severin, and I am an active home builder from 
San Diego, Calif. I have with me Mr. Herbert S. Colton, our general 
counsel, and Mr. Joseph B. McGrath, our legislative director. 

This statement represents the views of over 40,000 members of the 
association, affiliated in 302 local and State associations in every area 
of the country. 

Before presenting our views on the specific bills which are the sub- 
ject of this hearing, I should like to emphasize at once that the:/home 
building industry cannot reasonably be expected single-handedly to 
lead the economy out of a business recession, unless corrective actions 
are taken to stabilize the rest of the economy. 

Thus, in view of the changed international situation, we believe that 
an acceleration in public expenditures for the defense of our country 
and of the free world is most certainly needed. Equally strongly we 
feel that this i: the time for a step-up in expenditures for needed 
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public works and community facilities, including schools and high- 


ways. 

As part of this effort, also, urban renewal should be expedited at all 
levels of government. 

We are firmly convinced that these general corrective actions and 
those directly affecting housing must be taken when the economy is 
first beginning to slip—not when it is in a full-scale slide. 

For this reason, we are in full agreement that there is a need for 
immediate action to stimulate the economy and that under proper 
circumstances a major share of the job can be done by the home build- 
ing industry. We appreciate the efforts of this committee in bringing 
these bills to a hearing so quickly. 

There is no question that a measurable increase in the annual pro- 
duction of new housing would not only be good for the economy but 
also would be highly desirable in terms of direct benefit to our people 
through an increase in home ownership. 

It is now well established that a substantial increase in new home 
building could be a major influence in reversing an economic down- 
turn. This is especially important at the present time since all of the 
available evidence indicates that the market for new homes is basically 
strong and that the housing needs of American families are growing 
at a rapid rate. 

There are a number of immediate steps, however, which we believe 
must be taken if there is to be a real acceleration in housing produc- 
tion. Without these actions by Congress and the administration, we 
would hesitate to agree with some authorities who now speak with 
much optimism about encouraging signs which indicate that home 
building may conteract the current recession. 

We have already presented our views to the Senate Banking Com- 
mittee in favor of supplying the Federal National Mortgage Associa- 
tion with more funds for emergency use of its special assistance funds 
to purchase FHA and VA mortgages in lower cost brackets. 

~ Also, we have supported a further lowering of FHA downpayments, 
and we hope that both these and other housing recommendations will 
be given prompt attention by the Committee on Banking and Cur- 
rency of the House of Representatives. 

Here I should like to give you in more detail our views with re- 
spect to the extension of the World War II home loan guaranty pro- 
gam, adjustment of the GI interest rate and extension of the VA 
direct loan program. 

‘We urgently recommend extension of the rights of World War II 
veterans to a guaranteed home loan, at least for a period of two addi- 
tional years. In our opinion, this action, together with some adjust- 
ment in interest rate and removal of discount controls, could make 
po a quick and substantial increase in the production of new 

omes throughout the country. 

In the last 2 years, housing financed under the GI bill has declined 
by » quarter of a million units. Primarily this loss resulted from 
a ~~ money market in which mortgage funds were not placed in 
the VA program because of its fixed statutory interest rate of 414 
percent. 

Actually, since the end of World War IT, the shortage of mortgage 
funds, and at other times the shortages of materials or labor have 
prevented World War II veterans from anything close to an effective 
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use of the program for the 10-year period originally conceived by 
the Congress. 

Two years ago a study disclosed that there were over 10 million 
World War ITI veterans who had not used their entitlement to a guar- 
anteed loan, including more than 4 million then under 35 years of 
age. Even if 3 out of 4 in this group have made permanent housing 
arrangements during the past 2 years, which is unlikely, it is still clear 
that there is still a very large portion of our veteran population who 
may yet be expected to receive the benefits of this program if it is 
continued. In addition, many of the veterans who have obtained guar- 
anteed home loans still have substantial portions of their loan entitle- 
ments remaining to them. If the World War II program is continued 
for the next 2 years, as proposed in bills now before you, we believe that 
there will be at least 1 million more veterans who will take advantage 
of their GI rights by 1960. A more detailed analysis is attached. 
(See appendix A.) 

Adequate mortgage funds for GI program are necessary. It is clear 
to us from every source of information within the industry that the 
current statutory interest rate of 414 percent is not sufficient to make 
the GI program a workable mortgage financing device in many areas 
of the country, especially the Deep South, Southwest, and Far West. 

The supply of mor tgage funds, it is true, may become more plentiful, 
as some experts believe, but it is unlikely, in our opinion, that there 
will be sufficient mortgage money available so that builders will be 
able to operate under a program with a 414 percent interest rate 
ceiling. 

Accordingly, we strongly support enactment of provisions to provide 


the Administrator of Veterans’ Affairs with authority to adjust the 
interest rate for the VA program, from time to time as he may find 
the loan market demands. 

We would agree with a oe which would prevent the GI rate 


from exceeding that set by the Federal Housing Commissioner for 
loans insured under the basic FHA section 203 program. 

Equally important is a removal of the limit upon mortgage discounts 
under the VA program established by section 605 of the Housing Act 
of 1957. 

We support strongly the proposal in H. R. 11290 to repeal this sec- 
tion. Since the inception of discount controls the general result in 
both the GI and FHA mortgage market has been to increase the cost 
of secondary financing and to ‘obstruct the flow of funds into the GI 
and FHA programs. 

We support the extension of the VA direct home loan program pro- 
posed in H. R. 11290. We agree that the loan limit should be increase«| 
from $10,000 to $13,500 and that a reasonable addition should be made 
to the funds available for this program. 

The direct home loan program has been of great benefit to veterans 
living in rural areas and small towns and cities not near large metro- 
politan areas. The provisions which would permit advance commit- 
ments to builders for reservation of direct loan funds for eligible vet- 
erans would increase the use of the program by operative builders 
and thus be a substantial improvement in the program. A good many 
of the members of the NAGB in areas removed from larger cities have 
already expressed interest in the use of this program when enacted. 


cae a aS 
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With regard to the impact of home building on the economy, the 
construction of new homes can provide employment in a greater 
amount and quicker than any other comparable industry. . In addi- 
tion, home building is a large-scale consumer of vast quantities of raw 
materials and a multitude of completed manufactured items. It is 
‘Clear that the drop in home building over the past 2 years in large 
measure has accounted for substantial unemployment in those manu- 
facturing enterprises which provide the household equipment in con- 
struction of hard goods which go into new homes. 

To give the committee a more detailed picture of the impact of new 
residential construction upon the economy, I have attached a more 
extensive analysis on this point. (See Appendix B.) 

Unquestionably, an extension of the World War II home loan 
guaranty program with an adequate supply of mortgage funds would 
greatly improve the conditions within the home building industry and 
act as a stimulant to the economy. 

You may be interested to know that the value of new residential 
construction in recent years has been running at about $18 billion per 
year, excluding land. Including land and improvements, the dollar 
product is approximately $20 billion per year. The industry pro- 
vides approximately 2,500,000 jobs per year—one half at the job site 
and the other half in the production of materials for construction. 

Residential construction uses one-third of all our lumber, two- 
thirds of all our brick, four-fifths of all our gypsum. About 3,000 
different items go into a typical house. A new home generates in the 
first year of occupancy approximately $1,500 worth of furniture and 
equipment sales at retail. 

Private home building is by far the largest single segment of the 
construction field. According to the United States Department of 
Labor estimates, the on-site requirements of private residential con- 
struction in 1955 amounted to 1,200,000 man-years. This was 41 per- 
cent of the total of all types of construction, both public and private. 

In contrast to this, 1,240,000 man-years in home building, all other 
types of private building construction accounted for only 550,000 
man-years; public utilities in California, only 290,000; highways for 
only 268,000 man-years; and all other types of new construction ac- 
counted for only 347,000 man-years of on-site labor. 

The home-building industry is thoroughly convinced that the long- 
term prospects for economic growth in this country are virtually 
boundless. We believe that if proper steps are taken now to halt 
what appears to be a business recession of more than ordinary pro- 
portions the general underlying strength of our economy in our 
housing markets will be more than amply demonstrated. Extension 
of the World War II GI program and provision of an adequate supnly 
of mortgage funds will be tremendously important to the home build- 
ing industry and to the Nation at this time. 

We wish every success for the committee’s efforts, and we appreciate 
this opnortunity to present our views on these bills. 

Mr. Stsx. Does that conclude your statement, Mr. Severin ? 

Mr. Severtn. Yes, it does. 

Mr. Stsx. I want to say that I think you made a very fine statement 
here, Mr. Severin. I can assure you that the committee is very much 
concerned about getting adequate housing and getting an adequate 
housing bill, and a bill that will get this construction project on the 
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road. We are driving hard in the hopes we can do something ex- 
ditiously because we feel actually in some instances that maybe we 
ave waited a little bit too long already. 

So, I do appreciate your remarks regarding the effect upon the 
economy, because I am inclined certainly to agree with you, knowing 
generally the amount of impact it could have if we actually get going 
on a substantial home construction program. 

The gentleman from Florida. 

Mr. Hatey. Mr. Chairman, I don’t believe I have any questions, but 
I do make this observation : 

Apparently the gentleman has made a fine presentation here, espe- 
cially in stating the effect of housing on the economy of the coun‘ry, 
and { am quite impressed with the statement in appendix B, where you 
say: 


If 100,000 new homes could be added to our 1958 production, it would provide 
250,000 to 300,000 more jobs. 

That probably would be spread pretty evenly over the entire Nation, 
would it not, those many starts? 

Mr. Severtn. Well, I think that would be a fair assumption. Are 
you alluding to starts in housing or employment generated thereby ? 

Mr. Hatey. I am alluding to the starts in housing, and the consid- 
eration that you say 100,000 new homes or new starts would provide 
jobs for approximately 300,000 people. It would seem to me that that 
would be one of the things that the Congress could do to bring a direct 
upsuige in the economy of the Nation as a whole, isn’t it? It could 
probably cover the field more than any other particular phase at this 
time ? 

Mr. Severin. I couldn’t agree with you more, sir. 

Mr. Hatey. I notice that you increase the direct loan program from 
$10,060 to $13,500. Did your study indicate that $13,500 would be more 
about the normal price of a home, or is the situation in various sections 
different—and of course, various sections fluctuate—but what I am 
trying to get at is: will that cover the situation, the $13,500? 

Mr. Severin. Very candidly, it would not. We chose the figure of 
$13,500 because this is the amount that has been selected as the maxi- 
mum figure in the Senate bill passed yesterday, and we feel, in the 
interest of expediting this legislation, that this 1s the thing that possi- 
bly could be agreed upon, but there are many parts of our country, 
notably the northeasiern and the mid-central parts of our country, 
so-called high-cost areas, where $13,500 will not begin to meet the 
needs for loans in those areas. 

Mr. Harry. Would it be fair to say that in the general overall pic- 
ture, probably $15,000 would be a more realistic figure than $13,500? 

Mr. Severn. Very definitely ; yes, sir. 

Mr. Sisk. The gentleman from Georgia. 

Mr. MircnHe.y. No questions. 

Mr. Sisk. The gentleman from Tennessee, Mr. Everett. 

Mr. Everett. No questions. 

Mr. Sisk. The gentleman from Ohio. _ 

Mr. Ayres. I wish to compliment Mr. Severin on a very fine state- 
ment and a very sensible approach to the problem. 

If mortgage money is available, Mr. Severin, do you think the specu- 
lative builder and developer will once again be starting his projects 
throughout the country ? 
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Mr. Srevertn. Mr. Ayres, the home builder—and I understand you 
are well acquainted with the home-building industry, is essentially a 
very optimistic fellow that will step out and take the risks that are 
necessary, to expand his business. 

Now, I am very confident that literally all over the country our 
builders will take new heart in having a vehicle available to them that 
they feel will make it possible for them to merchandise their producis 
ink they will do so; yes. 

Mr. Ayres. How long would it take the building industry to get 
back to normal operations in a GI-guaranteed program after—or if 
Congress should enact housing legislation ? 

Mr. Severin. This is bound, Mr. Ayres, to be a very spotty thing 
in various parts of the country, because there is a long-time between 
the acquisition of land and its development and the actual construc- 
tion of homes, but there are many areas of the country where the 
effect, I think, would be almost immediate. 

The “normal,” however, as you mentioned, is a thing I would not 
be able to tell you. I am ‘of the opinion that we could well produce 
an additional 100,000 and perhaps more houses, this very year, if this 
law were enacted without any delay. 

There is one thing of great concern to us that does not necessarily 
affect this legislation involved, and that is the constant diminution of 
the offices and the personnel in the field around the country, of the 
VA, and how quickly they would be able to move into this program, 
assuming that you gentlemen pass this legislation. That is of real 
concern to us. We have to get this together and see what can be done 
about making it possible for the VA local offices to retain or secure 
help that will allow them to be able to process these cases and do it in 
a hurry. 

Mr. Ayres. That, I am informed by Mr. Meadows, is being checked 
into now, in the event we do get a bill fast, so that we hope the details 
will be handled promptly. 

Of course, the other thing, Mr. Chairman, that I think the enact- 
ment of a realistic extension of the GI program would be beneficial 
to, in the field of the resale of old houses, because there are literally 
millions of veterans that have outgrown the house they have pur- 
chased under the GI bill. That house would be available if the mort- 
gage money was available to a veteran who hasn’t used his rights, and 
then the veteran would go out and get an FHA loan for his next home. 
so I think we have to look forward beyond just the starts that you 
would have, to a sensible program, because we would have a great turn- 
over in existing homes. 

Of course, that would be a big shot in the arm to the economy, be- 
cause they never move into a different home but what they don’t have 
to go out and buy a lot of new things. 

Mr. Severin. That is true. 

Mr. Sisk. The gentleman from Indiana. 

Mr. Apair. Mr. Chairman, and Mr, Severin, just to pin down 2 or 
3 points which you made in your statement : 

It is the position of your association that interest rates should be 
made flexible under the VA loan-guaranty program ¢ 

Mr. Severtn. That is correct, without the limits as now prescribed 
for the FHA 203 program. 
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Mr. Apair. If that is done, then from your contacts with lending 
agencies, it is your further opinion, as a representative of the associ- 
ation, that there will be ample supply of mortgage moneys available ? 

Mr. Severtn. I couldn’t agree that there would be ample mortgage 
money; no, sir. I think the administration and Congress must take 
additional steps. 

Those are the things I alluded to in my preliminary remarks and 
the things I hope to be able to testify about before the House Banking 
and Currency Crentaiaiatnd: 

The mortgage market needs more funds than are presently coming 
into the mortgage stream. 

Mr. Apair. Well then, if the money is not available, Mr. Severin, 
why should not we give consideration 

Mr. Severin. Excuse me, but I may hasten to say that unquestion- 
ably this would help. I feel there are additional things, as I say, that 
must be done. 

Mr. Apair. In other words, you feel it would produce some money ? 

Mr. Srvertrn. Unquestionably. 

Mr. Apatr. But not as much as your association would like to see 
made available. 

Mr. Severin. I think that is a fair statement; yes. 

Mr. Aparr. Now, moving on to the direct loan program, you have 
stated that you favor an extension of that 

Mr. Severtn. That is right. 

Mr. Apatr. I think that is all. 

Mr. Sisk. The gentleman from New York, Mr. Fino. 

Mr. Fino. Do I understand you correctly that there are not suffi- 
cient funds, mortgage funds ¢ 

Mr. Severin. At present, there are not sufficient mortgage funds. 
At least, they are not being channeled into the mortgage market. 

Mr. Fino. At 41% percent ! ¢ 

Mr. Severin. At any rate. 

Mr. Frvno. Supposing the interest rate under the GI loans should 
be raised to 5 or 434, would that help the loans under the GI market? 

Mr. Severtn. I think it would unquestionably do so. 

Mr. Frvo. Would you be of the opinion that the question of 
changing the rate of interest should be left in the hands of the VA 
Administrator rather than C ongress ¢ 

Mr. Severtn. I do, within the limits, as now authorized to the Com- 
missioner of FHA. 

Mr. Apatr. Would the chairman yield for just one question ¢ 

Mr. Sisk. Yes. Go ahead. 

Mr. Aparr. What is the position of your association with respect to 
the question as to whether or not the VA loan-guaranty program 
should be merged with the FHA program ? 

Mr. Severtn. We are candidly opposed to a merger of the FHA 
and the VA programs. Rather than see a merger, we, as testified to 
before your committee last year, would much prefer to see a phasing 
out of the GI program and an enlargement of the program of FHA 
to the point that they will, in an orderly manner, be able to take over 
the function now being performed by the VA. We feel that the 
interests of the veteran are not going to be properly represented in the 
FHA if a merger takes place. 
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Mr. Aparr. Do you have a period of time in mind for such a phasing 
out ? 

Mr. Severin. Well, we were prepared to do so, Mr. Adair, with the 
expiration of the law as it was contemplated. We approached this 
request for an extension from the point of view that this is going not 
only to be beneficial to the veteran, but it is a thing that must be done 
for the economy of this country, and that I think in line with that 
then it would be reasonable to suppose that we have to find out what 
turn the economy takes, in order to know how long a time this VA 
program might be required. 

r. Aparr. In other words, you would not want to fix a definite 
period, but would say “Let that apply to the upturn of the economy” ? 

Mr. Severrn. I think a 2-year extension is the very minimum you 
gentlemen should consider, because we are right now facing the prob- 
lem in the VA program that if there was ample money it would be 
unusable because of the time necessary to get the processing through 
the VA offices, and have these loans committed, so that we could go 
ahead with the construction project. 

Now, I should think an extension in excess of 2 years would be very 
worthwhile considering; yes, sir. 

Mr. Mirrcuett. Will the gentleman yield? 

Mr. Apvarr. Yes. 

Mr. Mircuety. If I understand you correctly, you said presently 
there are not mortgage funds available, even at 5% percent? 

Mr. Severrn. No, sir. 

Mr. Mircnety. You were speaking concerning the GI? 

Mr. Severin. I am concerned about the amount of money available 
for mortgavres today, and an exnanded honsing program which I feel 
is so vital at this time for the economy of the country. 

Mr. Mitcuetyt. On an expanded program ? 

Mr. Severtn. Yes. We are not at this time, however, able to obtain 
money by and large around the country at a nondiscount basis. Until 
this occurs, of course, I, as a home builder, and my associates, must 
always conclude there is insufficient mortgage money to meet the needs 
for mor‘gages at a reasonable interest rot 

Mr. Mitcuety. How long has that obtained ? 

Mr. Severrn. For the past 2 or 3 years, during our so-called tight- 
money period. 

Mr. Mrrcenett. All right; thank you. 

Mr. Stsx. Mr. Severin, I would like to direct just 2 or 3 short ques- 
tions to you, with reference to the actual situation now, in the VA loan 
program. and what might happen under 2 or 3 possibilities. 

If there was no discount control today, what would the situation be 
in the VA program? Would there be any substantial increase in new 
starts, let us say ? 

Mr. Severtn. No, sir; I do not think that there would be, because 
the discounts have reached such a condition in particularly my State 
and your State, that home builders would not undertake any construc- 
tion program under the VA program. 

Mr. Stsx. The reason I asked that question is that just as late as yes- 
terday I was able to get an exemption through for 108 new starts in 
my hometown, where the developer had made arrangements for the 
money, and, due to an application he made some years ago, we were 
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able to get an exemption from discount control, and he has started, 
and I understand he is paying some 9 points. 

Mr. Severtn. May I comment on that? 

Mr. Sisk. Yes. 

Mr. Severin. I think this illustrates the optimism of the builder. I 
know he typifies a number of the builders around our country. He has 
undoubtedly calculated his risk, and has determined you gentlemen 
are going to do something about restoration of this program, and he 
feels he is justified in maybe getting just a little bit of a jump against 
his competitors, and will sell his mortgages at a much higher price, 
and I have heard comments here and elsewhere, time and time again, 
that this veteran is paying these discounts one way or another, and 
this is the thing I deny. I know from personal experience, not only 
in my own business, but elsewhere, this discount comes out of the hide, 
so-called, of this builder who is talking about paying 9 points and 
he is going to be operating at a probably worse than break-even point 
if he is forced to sell his loans at a 9-point discount. That is the 
reason why no sensible builder, in my judgment, is going to go out and 
participate in a GI program today because of these unconscionable 
discounts he is confronted with. 

Mr. Sisk. I realize the problem there. 

Now, let’s assume that the interest rate went to 434 percent, and 
without discount control, what would you predict would be the dis- 
count rate in California ? 

Mr. Severrn. It would depend upon the movement of the money 
market, of course, but if it remained as it presently is, it would have 
probably the effect of increasing prices by 2 points. This is his- 
torically something that has occurred in the West and the South. For 
every quarter point that the interest rate moves upward the discount 
moves upward 2 points also. 

Mr. Sisk. I beg your pardon. 

Mr. Severtn. I am saying for an investor to have a comparable 
yield with something else that he might buy, a bond, or an FHA loan, 
every time that he gets a quarter point botter interest yield on a mort- 
gage he is, in effect, raising his price by two points. 

Mr. Sisk. In other words if, as I understand you, if today this par- 
ticular builder which I mentioned a moment ago was paying 9 points 
and if, instead of 445 percent rate, if the rate was 434, he would prob- 
ably be paying 7? 

Mr. Severin. That is right, assuming that the flow of mortgage 
money remains as it is today. 

Mr. Sisk. All right. ‘This, I realize, is conjecture to a great ex- 
tent, but in view of the present situation, nationally, and so on, with 
the 434 percent interest rate and no discount control, what do you feel 
would happen in the next 12 months? 

Mr. Severin. I fee] that unless other steps are taken and very im- 
portant ones, to increase the supply of money which would seek the 
mortgages in this country, that we would have no better position than 
we have right now. We simply must have more money in the market 
if we are going to have the normal forces of competition take care 
of this situation. 

Otherwise, we have to have a higher interest rate to make it pos- 
sible to have a substantially increased volume of home building, under 
the GI program. 
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Mr. Sisk. In other words, you feel this way 

Mr. Severin. If I might touch on this: if you are aware of it, the 
Senate yesterday put additional funds into the special assistance op- 
eration which they feel will have the effect of “sopping up” some of 
the mortgages, so to speak, under $13,500 at a relatively par market, 
and I agree with that. That is true, but it is not the approach that I, 
nor my association, should like to see made to the problem. We think 
that a private better price can handle this, but they have to have the 
tools to do it. 

Mr. Sisk. Let me ask you this: As I understand frem a statement 
you have already made, you would feel that a $15,000 maximum in- 
stead of a $13,500 figure, would probably be more realistic in the face 
of today’s costs? 

Mr. Severin. I know it would, sir. 

Mr. Sisk. Mr. Severin, we certainly appreciate your appearance 
here before the committee and the statements that you have made, and 
I want to assure you and your fellow home builders that this commit- 
tee is vitally concerned in this problem, and that we are trying des- 
perately to come out with a program that will permit this building 
and construction industry to get underway and to help not only the 
veterans, because, after all, they are our prime concern in this instance, 
and we are certainly interested in it, but also, of course, to aid in 
helping to overhaul our economy. 

If there are no more questions, we thank you, and I will insert in 
the record at this time for the committee files the two appendixes A 
and B which were referred to by you in your statement in chief. 

(The statements are as follows:) 


APPENDIX A. THE NEED FOR EXTENSION OF THE VA HomMeE LOAN GUARANTY 
PROGRAM 


NUMBEP. OF VETERANS WHO HAVE USED THEIR GI RIGHTS 
As of November 1957, there were: 


22”.705,000 veterans in civilian life 

15,320,000 World War II 

5,235,000 with Korean service of whom 

911,000 also had World War II service, leaving only 

4,324,000 with Korean service only 

5.056.667 veterans altogether have obtained guaranteed home loans, 
528.153 of whom were Korean veterans 


And the total amount of loans guaranteed reached____________ $438, 321, 000, 000 
Of which Korean veterans loans were valued at_____________ 5, 782, 000, 000 
And World War II veterans had loans for an amount of 87, 539, 000, 000 


The overall figures on home loans are misleading. 

Although 25 percent of all eligible veterans have used their home-loan entitle- 
ment, the distribution has varied widely in different areas of the country. For 
example, for the 10 years ending in 1954, only 11.5 percent of the veterans in 
the Chicago metropolitan area had received home loans, compared with 56 
percent in Wichita, Kans. 

They have been more prone to exercise their rights in metropolitan areas, and 
the larger ones at that, than in open country outside the metropolitan areas or 
in the smaller towns. For example, in the 10 years 1944-54, 28.3 percent of 
those living in the larger cities have used their rights, whereas only 11 percent 
of those living izi the smaller metropolitan counties have done so, and less than 
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10 percent of those living in counties with less than 5,000 population. This 
clearly indicates that whether or not the véteran has exercised his right de- 
pends on the availability of housing under GI terms; because financing under 
GI terms has not been so readily available in the smaller towns, the veterans 
in those towns have been denied a full opportunity to exercise the privileges 
which the Congress granted them. 

Moreover, many of the yeterans who have obtained home loans still have re- 
maining substantial portions of their entitlement; at least 90 percent of all 
veterans, particularly those receiving their home-loan guaranties before August 
1954, have some entitlement left. As a matter of fact, 2 out of 3 vets who have 
used their entitlement have from $3,500 to $5,550 left of the $7,500 entitlement 
available to them. 

USE OF ENTITLEMENT 


Moreover, the median age of the vet using his entitlement has steadily risen. 
In 1946. the typical vet who received his entitlement was 29 years old; each year 
the age has risen and by 1955 the typical vet who received a VA guaranteed 
home loan was 33.6 years of age. This indicates the likelihood that a large 
number of those in the 30- to 35-year age group who have not yet made use of 
their entitlement would probably do so if the opportunity were available through 
extension of the benefits beyond the current cutoff date. 

According to a study we made 2 years ago, we estimated that by July 25, 1957, 
there would be over 10 million World War II veterans who had not used their 
entitlement, including more than 4 million under 35 years of age. Taking the 
under-35 age group, particularly as the home buying age group, it is a reasonable 
assumption that at least 1 in 4 of this group has not yet made their permanent 
housing arrangements and would be potentially covered under this program. 

At the time we made our analysis 1%4 years ago, and we have no reason now 
to revise the figures, we assume that over a 3-year period at least 1 million more 
veterans of World War II will take advantage of their GI rights if the program 
were extended to 1960. 


THE ECONOMIC IMPORTANCE OF THE VA PROGRAM 


Entirely apart from the hardship on the individual veterans who, for valid 
personal reasons, may have been prevented from earlier using the housing oppor- 
tunities open to millions of other veterans, the fall-off in the program is having 
far-reaching economic impact. 

1. The years from 1955 through 1960 are the so-called soft years in the housing 
market. They are the years when the low birth rates of the 1930’s will show up 
in a lower net family formation, certainly below the 1950-55 level. The impact 
on housing demand from this negative factor will, undoubtedly, be a factor until 
the war and postwar baby crop starts forming their own families in the 1960's, 
at which time a surge in new family formation can be expected. 

To remove the added stimulus that can be given by the continuing availability 
of GI benefits at this time will have a more severe effect on the home building 
economy than it will have in the years after 1960, and than it might have had in 
the earlier years of great housing shortage and consequent high demand. 

To eliminate an effective GI program at this period is to restrict housing aids 
at the very time when liberal terms are most needed. 

2. The overall housing economy in the last few years has been greatly influenced 
by the availability of the GI programs. The story of the decline in home building 
since 1955 is primarily a story of the decline in starts under the Government- 
insured and guaranteed programs—particularly the VA program. Asa matter of 
fact, the number of conventionally financed units put under construction in 1957 
was at a postwar high of 693,100—60,000 more than 1956 ; 55,000 more than 1955. 

On the other hand, the VA program, which in 1955 accounted for about 1 home 
in 3, by 1957 accounted for only 1 new housing start in 8. The drop between 
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1955 and 1957 in just 2 years was a drop of nearly a quarter of a million units. 
The table below and the accompanying chart show the change in recent years: 


New private; VAstarts |VA as percent 
starts of total 


Thousands 


1 Not available. 


At 392,800 units, 1955’s new GI housing accounted for over $4 billion of our 
national product, provided over 400,000 man-years of employment on site—at 
least an equivalent amount of off-site employment. Even at 1957’s low 128,000 
units, it still accounted for $1} billion. 

In view of the regional and local differences in dependence on this program, 
its impact has been particularly severe in a number of areas where the GI pro- 
gram has provided half of all the new housing. 


VA PROGRAM HAS BENEFICIAL IN PROVIDING MIDDLE INCOME HOUSING 


Despite a continuing increase in sales price. The typical VA house has been 
priced below the conventionally financed home. In 1954, the average veteran 
paid $11,640 for his home compared with a BLS average for all homes of 
$12,300. Since the BLS figures include the VA, it is obvious that the VA pro- 
gram has held the overall average down, and the average for houses financed 
outside the VA (and FHA) programs would be even higher than $12,300. In 
1955, the typical VA house sold at $12,476, compared with $13,700 far all houses 
by BLS. In that year the VA program provided nearly half of all the new houses 
priced at under $15,000. By 157 the sales price for the average VA house was 
somewhat reflecting the smaller size of the program and the loss, particularly, 
under conditions of tight financing, of the lower priced units that might other- 
wise have been built; but even the 1957 sales price of $14,300 was still well be- 
low the average sales price for all new houses which we estimate at about $15,000 
in the past year. 
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APPENDIX B. THE IMPORTANCE OF HOUSING TO THE ECONOMY 


It is probable that no other industry has as broad an impact on the economy 
as does housing. Each housing unit built has, in recent years, provided between 
21% and 3 man-years of employment, 1 man-year of employment on the job, 1 
man-year of employment directly in the factories producing the materials that 
go into the house, and an additional half year to a year provided in such related 
items as transportation of materials and in the multiplier effect of new home 
building in such fields as retail sales, additional commercial construction in the 
growing communities and the like. 

If 100,000 new homes could be added to our 1958 production, it would provide 
250,000 to 300,000 more jobs. Specifically, an additional 100,000 homes would 
provide a market for: 


975 million board feet of lumber 

115 million board feet of finish wood flooring 

104 million square feet of softwood, plywood 

470 million bricks 

230 million pounds of cement 

1.9 million gallons of paint 

200,000 tons of steel 

156,000 water closets 

127,000 bathtubs 

73,000 warm air furnaces (with ducts) 

11 million square feet of ceramic tile 

10 million square feet of linoleum floor covering 

20 million square feet of asphalt tile flooring 

1 million squares of asphalt roofing shingles. 

140 million square feet of wall and ceiling insulation 

2.5 million convenience outlets 

1.1 million electric switches 

32,000 garbage disposal units 

55,000 kitchen exhaust fans 

7,000 air conditioners 

1 million kitchen cabinets 

1.4 million window frames 

1.2 million doors 

Interior wall gypsum board for 48,000 houses and gypsum lath for another 
40,000 or close to a half billion square feet of gypsum products in all 


Mr. Sisk. Without objection, I will insert in the record at this 
point a letter of Omer W. Clark, the national director of legislation 
of the Disabled American Veterans expressing the position of his 
organization on the legislation pending before us, as well as a letter 
from Conrad P. Harness, executive vice president of the Prefabri- 
cated Home Manufacturers’ Institute, and a statement by Sylvan 
King, chairman, Subcommittee on Housing, of the National Eco- 
nomic Comission of the American Legion. 

(The information is as follows :) 


DISABLED AMERICAN VETERANS, 
NATIONAL SERVICE HEADQUARTERS, 
Washington, D. C., March 10, 1958. 


Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teaaue: This is to acknowledge the receipt of notice from your 
office that there will be an open hearing before the Committee on Veterans’ 
Affairs at 10 a. m., March 12, 1958, at which time witnesses may appear and 
give testimony relative to H. R. 9729. 

It is observed that H. R. 9729 is very similar to H. R. 4602 which latter bill 
cleared both Houses during the 1st session of the 85th Congress but was vetoed 
by the President. While the Disabled American Veterans does not have a spe- 
cific official mandate on H. R. 9729 and the measures it proposes the objectives 
of the bill in question are considered most commendable. Not only would the 
bill, if enacted into law, prove to be beneficial to many deserving veterans, it 
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may represent the only opportunity prior to the termination of the 85th Con- 
gress to do something worthwhile in the GI direct loan housing field. Accord- 
ingly, it is with pleasure that this organization endorses the proposed legisla- 
tion and joins with you and the committee in hoping that this time the pro- 
visions heretofore favored, with the change in the maximum amount to $13,500 
as represented in the new bill, H. R. 9729, receive early approval. 

In view of the unqualified endorsement stated above it is not considered 
necessary that an official of the DAV give oral testimony at the hearing on 
Wednesday, March 12, 1958, and such appearance is not requested by this 
office. 

Sincerely yours, 
OmMER W. CLARK, 
National Director of Legislation. 


PREFABRICATED . HOME MANUFACTURERS’ INSTITUTE, 
Washington, D. C., March 12, 1958. 
Hon. OLIN TEAGUE, 
Chairman, House Veterans Affairs Committee, 
Washington, D. C. 


Deak Mr. CHAIRMAN: The Prefabricated Home Manufacturers’ Institute 
thanks you and the committee for the opportunity of submitting the following 
statement in connection with hearings on proposed veterans’ housing legislation : 

The Prefabricated Home Manufacturers’ Institute, producers of an estimated 
10 percent of the single family housing built in 19574, strongly recommends to 
the House Veterans Affairs Committee passage of legislation as soon as possible 
which would: 

(1) Repeal all discount controls on VA loans. These controls have created 
confusion and reluctance on the part of many lenders toward financing of GI 
loans. We feel they have worked a hardship on veterans who are prospective 
home buyers. Experience to date by our member manufacturing companies 
shows that discounts have not worked and this section of the law should be 
repealed. 

(2) Provide an interest rate on GI loans which will attract sufficient mort- 
gage funds to do the job of housing veterans. The present 414 percent rate is 
unattractive to lenders and can’t compete with other types of investments. 

(3) Extend the Servicemen’s Readjustment Act of 1944 for another 2 years; 
and 

(4) Pass legislation this year containing the provisions of H. R. 4602, passed 
last year by the Congress and vetoed by the President. 

Passage of legislation embodying these four points would be of vast assistance 
to our veterans who have not yet been able to exercise their home loan rights 
under present legislation. 

Very truly yours, 


ConRAD P. HARNESS, 
Ewvecutive Vive President. 


STATEMENT BY SYLVAN KING, CHAIRMAN, SUBCOMMITTEE ON HOUSING OF THE 
NATIONAL ECONOMIC COMMTSSION, THE AMERICAN LEGION 


Mr. Chairman and members of the committee, my name is Sylvan King, and I 
am chairman of the subcommittee on housing of the national economic commis- 
sion of the American Legion. 

I should like, Mr. Chairman, to express the appreciation of our organization 
for this opportunity which you have granted us to appear before your committee 
so that we might present the views of our organization with respect to H. R. 9729 
introduced on January 7, 1958, by you Mr. Chairman, and with respect to H. R. 
11109, introduced on March 4, 1958, by Mr. Adair, dealing in part with the interest 
problem. 

There is no more important legislative area during this, the 2d session of the 
85th Congress, than that which concerns itself with the GI home-Joan program and 
the direct-loan program administered by the Veterans’ Administration. We 
dedicate ourselves during this the 2d session of the 85th Congress to the preserva- 
tion and the independence of these 2 programs. 
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It is for this reason Mr. Chairman, that we support your bill, H. R. 9729, which 
would “encourage new residential construction for veterans’ housing in rural 
areas and small cities and towns by raising the maximum amount in which direct 
loans may be made from $10,000 to $13,500, to authorize advance financing com- 
mitments, to extend the direct loan program for veterans and other purposes.” 
Our support of H. R. 9729 is based upon resolution No. 566 adopted at our 1957 
national convention. 

Mr. Chairman, we support your bill. However, we were hopeful that the direct 
home-loan program would be extended until July 25, 1960 rather than July 25, 
1959. We note on page 7 of the bill under section (4) (f), (line 18), that “the 
authority to make loans under this section shall expire July 25, 1959, except if a 
commitment to a veteran to make such a loan was issued by the Administrator 
before that date the loan may be completed after that date.” We should like 
to see the expiration date changed to read, “July 25, 1960.” 

During the early stages of the loan-guaranty program, little or no money 
was made available by lenders throughout the nation for veterans’ loans in rural 
and remote areas of our country. In order to place these veterans on a parity 
with veterans living in the metropolitan area, where funds were available, the 
direct loan program was enacted by Public Law 475 of the 81st Congress. This 
law provided for an appropriation to be made available to the Administrator of 
Veterans’ Affairs so that he could make loans directly to the veteran in the areas 
where commercial financing was not available. Mr. Chairman, your bill, H. R. 
9729, is very similar to the bill for which you fought so hard to have enacted into 
law during the 1st session of the 85th Congress, H. R. 4602. We still recall with 
disappointment the fact that the Presdient of the United States vetoed this bill on 
Sepember 3, 1957. The reaffirmance of the position taken by you during the 1st 
session of the 85th Congress, which is evidenced by the introduction of H. R. 9729, 
is to be applauded. Our organization could not agree with you more that there 
is a definite need for the extension of the direct home loan program and at the 
same time a pressing need for raising the ceiling from $10,000 to $13,500 as you 
propose in your bill. ’ 

Mr. Chairman, as you know, during the 1st session of the 85th Congress we 
were extremely active and vitally concerned with respect to the GI home loan 
program and the direct home loan program. We testified both before your com- 
mittee and the House Banking and Currency Committee last year. At our 1957 
national convention resolution No. 4 was adopted, a copy of which is attached 
hereto, and marked “Exhibit A.” This resolution reaffirms our position with 
respect to the interest rates on GI loans, in that, we advocate granting the Ad- 
ministrator of Veterans’ Affairs the same authority to regulate interest rates on 
VA loans as the FHA Administrator now exercises over FHA loans with author- 
ity within realistic limits to increase or decrease rates to meet changing condi- 
tions as they occur in order to assure the continued flow of GI loans under 
private auspices. 

The American Legion is extremely proud of the GI loan program and of the 
part it played in securing the enactment of the legislation. Since its inception 
this program has enabled over 5 million World War II veterans and veterans of 
the Korean conflict to become homeowners. While benefiting these millions of 
deserving veterans, the program has always been of tremendous benefit to the 
entire economy of our country. 

While almost 10 million eligible World War II veterans have not taken ad- 
vantage of this program, we do not suggest that everyone would want to use 
his entitlement. However, we do feel certain that many millions of eligible 
World War II veterans will use their entitlement in the future, if appropriate 
legislation to extend the program is adopted. 

Everyone knows that the home-loan program is barely operating, due to the 
uneconomic ceiling on interest rates and discount control. The American Legion 
feels that the veteran homeseeker should have the same opportunity to secure 
a home loan in the mortgage market as his nonveteran competitor. For this 
reason the American Legion strongly urges that legislation be enacted to remove 
the limitation on the interest rate and to give the Administrator of Veterans’ 
Affairs authority to adjust rates in accordance with existing conditions, which is 
the same authority as now vested in the Administrator of FHA. As I stated 
before, Resolution No. 4, unanimous adopted at our 1957 national convention, 
and the accompanying statement issued by the national economic committee set 
forth our stand on this important question. 

Unless the Congress takes action along the lines set forth in this proposal, the 
GI home-loan program is headed for extinction. We are convinced that our 
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position is economically sound and can stand on its own feet. It is our opinion 
that under current economic conditions the revival of this program can help 
immeasurably in creating jobs in the homebuilding field and in the various 
businesses which serve the home. 

For the past several months Veterans’ Administration statistics show that 
World War II and Korean veterans are finding it impossible to obtain loans 
at 4% percent to purchase homes. Practically speaking, the program is at a 
standstill. 

The present fixed interest rate on GI home loans has become less and less 
attractive to investors. They must either finance their loans through the medium 
of the FHA or withhold the purchase of houses if they rely upon help through 
the medium of the VA loan program. 

If we are not going to penalize veterans in rural areas who have not been able 
to obtain homes due to a tight money market and an unrealistic ceiling, we re- 
spectfully submit we should extend the program until at least July 25, 1959, and, 
if possible, as the American Legion advocates, to July 25, 1960, and at the same 
time increase the ceiling, as you have proposed to do in your bill, to $13,500. 

We are thankful in the knowledge, Mr. Chairman, that our concern with the 
overall housing program for veterans is shared by you and the members of your 
committee. We know of no group that has worked harder to seek « solution to 
this vexatious problem. We, as you, think that the time has come for some 
forthright action. 

ExHIBiIT A 


1957 NATIONAL CONVENTION OF THE AMERICAN LEGION, ATLANTIC City, N. J., 
SEPTEMBER 16-19, 1957 


RESOLUTION NO. 4 


Committee: Convention Economic Committee. 
Title: VA have same authority to regulate interest rates as FHA. 


Whereas the American Legion has been the guiding force behind the GI bill 
of rights, which includes the GI home-loan program, and 

Whereas the number of home loans being made under the GI bill is declining 
steadily because the interest rate is no longer competitive under current and 
foreseeable market conditions, and 

Whereas the failure of the Congress to enact legislation to permit the interest 
rate on GI loans to be competitive, has prevented a continuing flow of funds 
from private sources into the GI home-loan market, and 

Whereas under present conditions home-purchasing veterans are being de- 
prived of a GI loan, thereby limited to conventional and FHA loans, which are 
not as advantageous to veterans as would be GI loans with competitive rate, and 

Whereas the American Legion is already on record in favor of a flexible rate 
as recommended in the Collins’ report, approved twice by the national executive 
committee: Now, therefore, be it 

Resolved by the American Legion in national convention assembled at Atlantic 
City, N. J., September 16-19, 1957, That appropriate legislation be enacted by 
the Congress to provide the Administrator of Veterans’ Affairs with the same 
authority to regulate interest on VA loans as the FHA Administrator now exer- 
cises over FHA loans, with authority within realistic limits to increase or 
decrease rates to meet changing conditions as they occur, in order to assure the 
continued flow of GI loans under private auspices; and be it further 

Resolved, That the legislation commission and the staff members of the eco- 
nomic commission be instructed to vigorously promote this program, and through 
all available media make a grassroots appeal to the Legion membership to ac- 
tively support this movement in order to insure continuation of the GI home-loan 
program which has proven to be of such inestimable value to our country and 
its veterans. 


Brier STATEMENT OF REASONS FOR THE ADOPTION OF RESOLUTION No. 4 BY THE 
1957 NATIONAL CONVENTION OF THE AMERICAN LEGION 


The economic committee is deeply concerned over developments adversely 
affecting the GI home-loan program. 

For the past 8 months the VA statistics show that World War II and Korean 
veterans are finding in increasingly difficult to obtain loans at 4% percent to 
purchase homes. In fact, it is estimated by the Veterans’ Administration offi- 
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cials that for all intent and purposes the program will come to a halt by 
January 1958. 

The simple truth is that no one can possibly lend money today at 4% percent. 
Interest rates have risen progressively over the past 6 years, as an result of 
the tremendous demand for money for all purposes. The present fixed interest 
rate on GI home loans has thus become less and less attractive to investors. 

As brought out in testimony before the convention committee, because of the 
absence of GI home loans in today’s market, our veterans are currently faced 
with the following choices to borrow money to purchase homes: 

1. Use of FHA loans with rates at 544 percent, plus one-half of 1 percent 
for FHA insurance, total of 5% percent; 

2. Use of conventional financing requiring downpayments from 20 percent 
to 3344 percent with interest rates ranging from 5\% to 6 percent and over ; or 

8. Use of “second mortgages” at rates of better than 6, 7, and up to 10 
percent. 

Each of these alternatives represented, in the committee’s considered view, 
too high a price to pay for retention of a fixed interest rate—a rate which in 
effect is preventing the veteran from securing the GI loan to which he is entitled. 

The committee, therefore, unanimously recommends adoption of the enclosed 
resolution. 


Mr. Sisk. The committee will stand adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:58 a. m. the committee recessed, to reconvene 
at 10 a.m., Friday, March, 14, 1958.) 
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FRIDAY, MARCH 14, 1958 


House or RepresENTATIVES, 
CoMMITTEE ON VeETRANS’ AFFAIRS, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to recess, in room 356, Old 
House Office Building, Washington, D. C., Hon. Olin E. Teague 
(chairman), presiding. 
The Cuarrman. The committee will come to order. 


STATEMENT OF HERBERT SADKIN, REPRESENTING THE COM- 
MUNITY DEVELOPMENT COUNCIL OF LONG ISLAND 


The Cuatrman. Mr. Sadkin, for the record, will you give the com- 
mittee your full name, and whom you represent ? 

Mr. Sapxin. My name is Herbert Sadkin, I am a member of the 
Community Developers Council of Long Island, N. Y. 

The Cuatrman. All right, proceed. 

Mr. Sapxk1n. This is a group whose membership accounts for one- 
third of the homes now under construction on Long Island. 

My purpose in coming before this committee is to outline the reasons 
why I think that a 2-year extension of the GI home loan program is 
imperative. I also hope that I can demonstrate to you during the next 
few minutes that an extension of the GI housing program must be 
accompanied by certain modifications in the existing financial arrange- 
ments, in order to be effective. 

I think everyone agrees that although the GI bill has been in force 
during the past 18 months, it has provided too few homes for veterans. 

[ realize that this committee’s primary concern is the veteran, not 
the homebuilding industry. Of course, if an extension and certain 
amendments to the GI housing program stimulate an upturn in hous- 
ing starts, such a move will provide inherent benefits for the home- 
building industry and the general economy. This will directly benefit 
veterans on Long Island because, just as they are potential customers 
in the home market , they are potential wage earners in the construction 
trade. 

My chief reason for being here is to urge you to consider a three- 
point program that will carry out in practice what Congress originally 
< “an ived as a veterans’ housing program. The three points are > these : 

. A 2-year extension of the GI home loan guarantee program ; 
An increase of the interest rate on VA mortgages to 5 percent; 
3. An extension of the VA mortgage term of 40 years. 
First, I will take up the 2-year extension of the program. 


2571 
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Barely one-quarter, 24 percent to be exact, of the eligible veterans 
in the New York area have taken advantage of the GI bill’s housing 
provision. There are obviously large numbers of veterans who have 
yet to buy. 

In support of this, my personal experience shows that on jobs where 
we offer three choices—FHA, VA, and conventional mortgaging—we 
have sold 80 percent of our homes to veterans. While this statistic 
may be high generally, there is no question that veterans’ sales far 
outnumber all others when a choice is given. 

Why 2 years and not 1? 

The unfortunate fact is that builders have seen the VA-loan pro- 
gram virtually dwindle away into history while, on the books, it con- 
tinued to exist. 

This has happened because VA loans have become unattractive to 
lenders in both the primary and secondary markets. 

Once a builder decided to abandon a program of building houses 
with VA financing, he finds himself abandoning also much of the 
planning and merchandising connected with this program. In fact, he 
reluctantly finds himself in a totally different market, with different 
requirements and procedures. 

As a matter of fact, gentlemen, the building industry has been put 
into the position of building what is tantamount to Cadillacs and 
Continentals, instead of producing Fords, Chevrolets, and Plymouths. 

A virile veterans’ program is essential to permit medium-priced 
building for the great number of veterans who need homes. 

Now, if a builder were to be told tomorrow that the GI market is 
to be reactivated, he woud be faced with a retooling job which cannot 
be accomplished overnight, and which he may not find economically 
sound to tackle if this renewed GI market is sure to be short-lived. 
Indeed, he would be barely ready to offer eligible veterans the houses 
they could buy under the GI bill before its provisions faced another 
expiration deadline. 

I say, therefore, that a term of 2 years is the shortest possible exten- 
sion which can be considered effective by our industry to reach the 
objective of adequate housing for veterans. 

You cannot expect either veterans or builders to plan intelligently 
with the sword of expiration hanging over our heads. 

Second: The 5 percent interest rate: Another requisite of a practical 
approach to this problem is an increase of the interest rate to 5 percent. 
I know that there is substantial opposition to raising the interest rate, 
but is it really fair to tell a veteran: “Yes, you are entitled to a lower 
interest rate, but try to find somebody who will lend you money on 
this basis.” 

A policy of forcibly holding down the interest rate in face of the ris- 
ing costs of money is a policy of lip service, of giving the veteran a 
good deal on paper, and a pretty bad shake in actual practice. 

Figures prove this: In the New York regional office of the Veterans’ 
Administration, encompassing 11 counties, some 34,000 loan applica- 
tions were handled in 1950. In 1956, the regional offices processed 
29,000, with the intervening years averaging somewhere between those 
figures. 

By 1957, 414 percent GI loans had become unattractive to lenders, 
and the VA office handled only 14,840 applications, or a little more 
than half of the previous year’s volume. 
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This means only one thing : In 1957 there were nearly 14,000 veterans 
in the New York area who thought 414 percent interest on a mortgage 
was just dandy, but who could not find. a soul who would make such 
a loan. How many of them, I would like to ask, would have been 
happy to pay 5 percent, knowing that FHA mortgages were up to 
544 percent, plus one-half percent for insurance, and that conventional 
loans were commanding 514 percent and sometimes more ¢ 

With respect to the third and last point, “Extension of the mort- 
gage term to 40 years,” it seems to me this is possibly, if there is to be 
a veterans’ bill, the most important of all, because without this the 
rest will not be anywhere near effective enough to constitute any 
veterans’ bill. If the monthly payment for interest and amortiza- 
tion of a home loan at 5 percent seems unduly high, then I would urge 
you to consider legislation enabling the VA to guarantee maximum 
oe 490 of 40 years, instead of the 30 years to which they are now 

imited. 

Consider this: Federal agencies estimate the economic life of a new 
home is at least 45 years. Obviously, the equity in the house will al- 
ways be proportionately higher than the burden of the mortgage. A 
40-year mortgage is a sound investment on a property with an eco- 
nomic life of at least 45 years. Incidentally, with all this talk of 30 
and 40-year mortgages, experience has proven that the average home 
is refinanced every 12 years. 

In view of this, what is the benefit of a 40-year mortgage to the 
veteran! Simply this: In the face of long-range rise in the cost of 
living, the lower monthly carrying charges—more than offsetting 
the rise in the interest rate—will give veterans an opportunity to 
afford a home of their own. 

Let me assume for a moment that. you do. go ahead and raise the 
interest rate to some higher level. -In doing so, you overcome. one 
major obstacle: you make financing money available, but, in taking 
this necessary step, you create another obstacle, you raise the monthly 
carrying charges to the veteran. By taking just one step, you leave 
the situation unbalanced, money is available, but it is more difficult 
for the veteran to carry his loan. 

Doesn’t it make much more sense to take the two steps at the same 
time, make money available by raising the interest rate, and then 
allow the veteran to carry the loan easily over a 40-year term ? 

Those are my reasons for urging you to extend the home loan pro- 
visions of the GI bill for 2 more years, to increase the interest rate 
to 5 percent, and to extend the mortgage term to 40 years. 

I feel that this will provide veterans with good housing, properly 
financed, and available to them without the pressure of an expiration 
deadline forcing their choice. 

I would like to take this opportunity to thank you for letting me 
express my views in behalf of the Community Developers Council of 
Long Island, before this committee. 

Mr. Sisk (presiding). Mr. Sadkin, I think you made a very good 
statement. I was particularly intrigued with your third proposal. 

Actually, I had not heard of it until the day before yesterday, in a 
discussion with one of my developers in California, when he expressed 
the idea that one of the greatest drawbacks that they were confronted 
with at the present time was the high payments. He expressed the 
idea that under the regulations they required a specific income or else 
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a net income, in order to meet a certain monthly payment, which, today, 
in our area, on almost any home, would run $80 a month on up, and 
that the big problem they were confronted with was these high 
monthly payments, and the requirement that a man had to be in ap- 
proximately the $500 a month bracket in order to meet them. 

Of course, that is, as I understand it, the problem i are discussing, 
with regard to the reasons for the extension to the forty years; is that 
correct ¢ 

Mr. Sapxrn. That is correct. 

Mr. Sisk. So, as I say, it was rather intriguing. Then, also, yester- 
day, Mr. Nels Severin, who, as you prubably know is national presi- 
dent of the Home Builders, although he did not bring this out while 
he was on the stand, in a conversation afterwards, he indicated a feel- 
ing, whether it is his personal feeling alone, for the 40 years. 

Now, I would like to ask you.this question: Is it true that the VA 
actually are granting very few 30-year loans or to what extent are the 
30-year loans actually being made at the present time, or have been in 
the last couple of months. 

Mr. Sapvxin. They are being made in all cases where the money is 
available. The big problem has been that the money has not been 
available. Wherever there has been the money available we have al- 
ways gotten a 30-year term. 

Mr. Sisk. The impression [ have received in California, generally 
has been that although 30 years was permissible, they have leaned 
toward keeping it at 20 or 25 years and the attitude out there is: if 
we extend it to 40 years, it would tend to make 30 years respectable— 
if you understand what I mean? In other words, on the assumption 
there has been a hesitancy on the part of the people in the Govern- 
ment, in the lending institutions and financing institutions, and so on, 
to go to these long-term mortgages. 

Back in the thirties, that was considered something pretty radical 
by a lot of lending institutions on home loans, but now, of course, we 
know that is a routine matter. But I am just curious to know whether 
you actually anticipated that this extension to 40 years would actually 
call for 40-year loans being made or would cause possibly more 30-year 
loans to be made? 

Mr. Sapxrn. I think, in our particular area, we would get the 40- 
year loans, but even if it could encourage the 20-year lenders to go to 
30-year terms in other areas, it would serve the same purpose in those 
areas as it would in our area, by changing it from 30 to 40; so you 
would have accomplished the same end. 

Mr. Sisk. Do you think $13,500 maximum is a realistic figure? 
Mr. Sapxrn. Are you —-? of rural housing on direct loans? 
Mr. Sisk. No, I am talking of your limitation on your guaranteed 
oans. 


Mr. Savxin. Well, I think that is part of the rural program; is it 
not ¢ 

Mr. Sisk. Maybe it is. If that is restricted only to the rural, of 
course that would not be applicable to your situation ? 

Mr. Sapx1n. No, it would not. 

The Ciaran. Mr. Sadkin, the bill that passed the Senate requires 


a difference of one-half of 1 percent between the VA and the FHA. 
Is that realistic ? 





EXTENSION OF VA HOUSING LAWS 2575 


Mr. Sapxrn. Not in reference to the financial market, because I 
think the spread is too far. 

Mr. Tracue of California. I think the record should show that the 
members of this committee from California are very much interested 
in this subject, and at this moment they consist of the majority of the 
members of this committee present. 

Mr. Sairu. I wanted to ask this gentleman a couple of questions: 

Do you have any figures available, or if you do not, maybe you have 
them in your head. 

Let us take the $10,000 or $15,000 loan and compare the monthly 
payments at 30 years as against 40 years. 

Mr. Sapk1n. Based on what interest rate, sir ¢ 

Mr. Smiru. Well, let us go to 5 percent. 

Mr. Sapxrn. I think the differential would be about $4.50 a month 
on a $15,000 loan. 

Mr. Smiru. The payments on a 40-year term would be what per 
month as against 30? 

Mr. Sapxrn. I do not have that exact figure. I can get it, though, 
for you. 

r. Smrru. My mind is a little bit foggy, but are we talking about 
$45 or $50 a month ? 

Mr. Sapk1n. No; it would be higher than that. Somewhere in the 
area of $80 a month would be my recollection. 

Mr. Smiru. On 30 years ? 

Mr. Sapkin. On a $15,000 loan. 

Mr. Smirn. On 30 years? 

Mr. Sapxr1n. On a 40-year loan it would be about $70 a month. 

Mr. Smirn. About $70 a month. Now, all the way through we 
have been talking about the difficulty of a veteran in carrying these 
loans. Do you actually think $4.50 more a month is a tremendous 
handicap to this veteran ? 

Mr. Sapxin. It might amaze you, Congressmen, to know how many 
times we get a credit rejection because of differential of $200 a year in 
income of the individual, because there is a formula used, and if the 
thing does not meet the formula $100 or $200 can upset it, and we are 
talking now about the medium income wage earner, say $5,000 as 
against $5,200 in income, and that $200 can become a serious problem. 

Mr. Smiru. On a $10,000 home with two bedrooms and maybe a 
den—are you familiar with the rentals in California ? 

Mr. Sapkrin. No; I am not. 

Mr. Smirn. Would you be amazed to have me state to you that 
we can’t touch an unfurnished place at $80 a month comparable to 
having a loan and getting an equity in the house ? 

Mr. Sapxin. We have the same problem as you, but maybe the 
numbers are a bit different. 

Mr. Smira. You see, the equity in the house will always be propor- 
tionately higher than if you would go on a 40-year loan, where your 
payments are much less than rent, and it concerns me that somebody 
is going to do it, just to save money on rent. You have to follow 
through then on your sale and your trustee, and then you ere just 
going to have Government-owned houses. 

Mr. Sapxrn. I don’t think the history of the GI program would 
bear that out. 


22°98—58 
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If you go back to 1946, 1947, and 1948, I think you will find in 
almost every area in the country that GI’s got into homes with no 
downpayments at all. That is the best circumstance anybody could 
hope for. Yet, I think the rate of foreclosure has been 0.4 percent. 
The rate of recovery has been at least 100 percent by the Veterans’ 
Administration, so the picture, in spite of no downpayments, has 
been more than good, because once a fellow gets into a home, there 
is a certain pride of ownership and possession, and there are a certain 
amount of advantages given to his children and family, which create 
in the veteran the need for maintaining that position in life. 

Mr. Smiru. But, up to now, employment has been good. They 
have been making pretty good money, haven’t they ? 

Mr. Sapxrn. Yes, I would think so, generally. That is what the 
papers told me, anyhow. 

Mr. Smiru. That is, up until now. That is what we are informed. 

Mr. SapKi1n. What would the alternative be, to move into an apart- 
ment at a higher rate? 

Mr. Smrrn. I do not think we have many 30-year loans in Cali- 
fornia. We do not like to loan for that long a period. We like them 
to make some payments until they get a good seasoned loan, and then 
if you want to refinance it, O. K., but for the first 3 or 4 years I do not 
think they get much money. Now, if you go to 5 percent at 40 years, 
you may get money. 

Mr. Sapkin. Well, that would vary in different sections of the 
country. 

Mr. Smirn. Los Angeles, Orange County. Mr. Sisk knows about 
that property. 

Mr. Sisk. Will the gentleman yield ? 

Mr. Smiru. Yes. 

Mr. Sisk. As late as yesterday I had quite a long conversation with 
one of my developers and of course, he mentioned this very problem 
that came up here. 

The statement that he made was in reference to what I explained, 
to start with. We are not actually getting any 30-year loans. Most 
of our loans are 20 and 25 years. In fact, 25 years is just about almost 
maximum. 

Now, he feels if it was pushed up some, that maybe that might 
tend to create an air of respectability for a 25- or 35-year loan, whereas 
today, apparently, even though 30 years is maximum in our area, it 
is mostly 20. I guess that is generally true down South, too. 

Mr. Sapxrn. I would like to correct the record on one thing, if 
I may. 

I was comparing a 30-year loan at 5 percent with a 40-year loan at 
5 percent, to get that differential—four 30-year at 4144 percent as 
against a 40 at 5 percent; the difference between a 30 at 5 percent and a 
40-year at 5 percent would be between $8 and $9 a month. 

The CHarrMan. Are you familiar with the bill that came out in 
the Senate? 

Mr. Sapxrn. I know what I read in the papers, Mr. Chairman. 

The Cuamman. What do you predict would happen if that bill 
became law ? 

Mr. Sapxrn. I don’t think that there is enough veterans’ preference 
in the bill to create the amount of difference between that and the 
FHA program, to necessarily encourage a veterans’ housing program. 
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The Cuatrman. Are discount controls a pr roblem in New York? 

Mr. Sapx1n. I would say probably less than anywhere else in the 
country. 

The CuHarrman. Then to remove the discount controls would not 
have much effect in New York? 

Mr. Sapx1n. I would not think so. 

The Cuatrman. Are there any questions? 

Thank you very much. And we hope to have a housing bill out 
pretty soon. 

Mr. Sapxin. Thank you. 


STATEMENT OF LOUIS SINGER, REPRESENTING LEADER REALTY 
CO., ACCOMPANIED BY ANTHONY PICCININI, PRESIDENT OF 
LEADER REALTY CO., BALTIMORE, MD. 


The Cuarrman. Mr. Singer, would you give your full name and 
address, and the name of your colleague ¢ 

Mr. Srncer. My name is Louis Singer. I am from Baltimore, Md. 
My colleague and partner is Anthony Piccinini. 

We are a real estate company in Baltimore, Md. I am here to recom- 
mend that the GI home-loan program for World War II veterans 
be extended beyond July 25, 1958. 

My company is a small company that sells less than 200 houses a 
year, most of them to veterans, We are disturbed to think that the 
GI bill might expire this year, so that World War II veterans will no 
longer be eligible to buy houses under the GT bill. 

In Baltimore there is still a great demand from veterans, and we get 
many calls from World War II veterans who want to buy houses. 

To find something out about our own customers, we analyzed our 
last 100 sales to veterans, This is what we found: 

(1) 62 percent were World War II veterans; 32 percent were Ko- 
rean veterans; 4 percent were men still in service; 2 percent were 
widows of World War IT veterans. 

(2) 31.2 years was the average age of all these buyers; 34 years 
was the average age of all World War ITI veterans. 

(3) The average earnings from regular jobs was $76 per week ; 
The average earnings from part time extra jobs was $3.38 per week; 
Total average earnings were $79.38 per week; 15 percent held part- 

time jobs. 

(4) 91 percent of the group were married; 7 percent of the group 
were single; 2 percent of the group were widows of World War II 
veterans. 

(5) The average price of the houses was $10,352.50 in fee. 

(6) The average downpayment was $270.65. 

(7) The average monthly payment was $70.24. 

As we reviewed our own figures, we realized that the GI bill has 
been a tremendous boon to the low-income veterans. It has helped 
him buy a decent home, with a small downpayment, which he can af- 
ford, and with modest monthly payments that fit into a small budget. 
The Veterans’ Administration tells us there are from 9 million to 10 
million World War IT veterans who have not yet bought homes under 
the GI bill. I urge you to give these veterans a chance to use these 
benefits. 
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One of the primary arguments against extending the law is that 
any veteran who has not yet bought a house after 10 or 11 years does 
not deserve any more time. We strongly disagree with this viewpoint. 

It is not right to say that these World War II veterans have been 
sitting idle for 10 or 11 years. It takes the low-income veteran the 
longest time to prepare himself to buy a house. After he gets out of 
the service it may take a year or two to settle down and get married. 
Then comes the problem of finding a decent job. In some cases there 
was more time lost for schooling or training before getting a good job. 
You must also consider that after the war, housing was very scarce. 
Many coupies were forced to live with family or to live in a small 
apartment. Then there was the problem of buying and paying for 
furniture. This could take a few years. When a baby is born, it 
makes a big dent in the pocketbook of a veteran who earns a small 
salary. We have found that the urgent demand from the World War 
II veteran to buy a house comes when his family is growing too big for 
his present living quarters. We in the real estate business are not 
surprised to learn that the Veterans’ Administration says approxi- 
mately 2 out of 3 World War II veterans have not yet bought a house 
under the GI bill. We make it a point to ask out customers: “Why 
have you waited until now to buy a house?” The answer we get from 
most of them is: “I just couldn’t afford it until now”, or they say 
“My family is getting larger and I must have more space.” 

When you stop to think that our average buyer is 34 years old and 
earns only $79.38 per week, this makes sense. These men are the men 
who need help the most. These men may never again have a chance 
to buy a house under the same terms afforded by the GI bill. The 
GI bill should be extended for another year or two, especially for 
them. 

It has been suggested that the FHA take the place of the Veterans’ 
Administration, and that the GI bill should be allowed to expire. We 
have asked ourselves the question: Can the FHA take the place of GI 
loans for World War II veterans? We feel the answer is “No,” simply 
because the veteran can’t get as good a deal with the FHA. Here are 
some of the reasons: 

(1) The downpayment under the GI bill is 2 percent. The down- 
payment under FHA is 3 percent of the first $10,000, 15 percent of the 
next $6,000, and it keeps going up. : 

(2) The interest rate under GI is 414 percent. The interest rate 
under FHA is 514 percent plus one-half percent insurance. And in 
FHA mortgages under $8,000, the buyer pays an extra one-half of 1 

ercent, m*kin« a total of 614 percent. 

(3) Under GI the veteran’s monthly income is required to be about 
four times the monthly payment. The FHA rule is stricter, since it 
requires higher monthly earnings than the Veterans’ Administration. 

(4) The price of the house, nnder the GI bill, cannot be more than 
the appraised value. Under FHA the buyer can pay more than the 
appraised value if he wants to. 

(5) The machinery for handling veterans is already set up. Even 
if World War II veterans cannot buy after July 25, 1958, the 
Veterans’ Administration must continue processing Korean veterans. 
The entire machinery is working smoothly, and should be allowed to 
continue. The transfer to FHA would shift a tremendous workloed 
from the Veterans’ Administration to the FHA. In my opinion, the 
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changeover would take at least an additional 6 months to 9 months 
until the extra cases can be processed in a prompt and efficient fashion. 
During this time, thousands of veterans who could buy a house would 
be delayed. 

(6) We have compared the overall cost of a $10,000 house under 
Gland FHA: 


Cost of house 

Down payment 

Fe I sca nsics series tintin tcalamccesieega eh la pike tacik niciae in teats Uaaneaeaenena 
Payment (4% percent, 25 years) principal and interest 


Under GI 


Under FHA 
Cost of house 
Down payment 
Mortgage 
Payments (5% plus % of 1 percent, 25 years) principal and interest_ 62. 21 

Very often this $7 or $8 difference means the difference between 
the low income buyer’s being able to buy a house or not being able 
to buy a house. 

There have been proposals to increase the interest rate in GI loans 
from 414 to 5 percent. When the law was first passed, the interest 
rate was 4 percent. Then, as money became er pre on hee raised 
the rate to 414 percent. Money has become still tighter. So why not 


be perfectly realistic and raise the rate to 5 percent right now? From 
poet experience we feel that a 5 percent interest rate will encourage 
enders to accept more GI loans. There will be more good than harm 
done because thousands of veterans who do not have mortgages avail- 
able today at 414 percent will have mortgages available at 5 percent. 


The Government is engaged in a direct loan program to help vet- 
erans in small outlying areas. If the interest rate is raised to 5 per- 
cent, more lending institutions will want to make loans to outlying 
areas, and you will remove some of the burden from the direct loan 
program. If the interest rate goes up to 5 percent, the payments on 
the same $10,000 house I just talked about will go up from the 414 

ercent rate of $54.48 to the 5 percent rate of $57.29. Thisis only about 
3a month more, but it is still about $5 a month less than FHA. 

We know that Congress must always carefully watch costs of its 
rograms. How much is the GI program costing the Government in 
osses ? 

Recent figures show that claims paid as a result of defaults in 
home loans comes to approximately one-half of 1 percent of the total 
loans guaranteed. 

We realize that your main consideration is to help the veteran. But 
there is another important factor today, and that is the economy of 
the country. Continuation of the GI bill for World War II veterans 
will help bolster the home building industry and will help the sale of 
existing houses, and will be a boost to the country’s economy. 

To conclude, I want to recommend two specific things: 

(1) Extend the GI bill for World War II veterans; 

(2) Raise the interest rate from 414 to 5 percent. 

I want to thank you for taking the time to hear from a small real- 
estate man. We feel that there are chousands of small companies like 
ours all over the country and believe they have had the same type of 
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experience with veterans. If they could talk to you personally, I feel 
sure they would say the same thing. 

With this GI extension you can help the little man, the veteran 
who is the small wage earner, the man who really needs some help. 

I want to thank you for the opportunity you have given me to 
come before you. 

Mr. Suurorp. I would like to ask you one question: You say you 
made 200 sales last year. Was that 200 sales to veterans or was 
that your total business ? 

Mr. Srncer. Our business was a total of somewheres between 175 
and 200 sales, and I would say that 95 percent of our sales have been 
to veterans. 

Mr. Suvrorp. Now, you made some FHA sales, didn’t you? 

Mr. Srycer. We have found it almost impossible to qualify our 
customers to buy FHA because most of our customers are marginal, 
most of our customers are right on the borderline, and we have found 
that where they will qualify to be accepted for a GI loan that the 
FHA requirements have been so rigid that they would not qualify 
for FHA. 

Mr. Suurorp. Last fall, I think it was, the FHA increased the in- 
terest rate of their loans. 

Mr. Sincer. Yes, sir. 

Mr. Suvurorp. Do you find any increase in business as a result of 
that increase by the FHA, increasing the rate? 

Mr. Srncer. That increase did not affect us too much, Mr. Shuford, 
because we concentrated on GI loans. 

Mr. Suurorp. I see. That is all, Mr. Chairman. 

Mr. Dorn (presiding). Mr. Sisk. 

Mr. Sisk. Mr. Singer, could you borrow money at par, that is, can 
you get 5 percent money at par in Baltimore today ? 

Mr. Srncer. On the GI loans? 

Mr. Sisk. Yes. 

Mr. Stncer. I don’t fully understand your question. 

Mr. Sisk. I realize that today the rate is 414 percent at your ceil- 
ing, but assuming that we increased it to 5, the point of my question 
is this: Can you get 5 percent money at par today in Baltimore? 

Mr. Srncer. I think the answer would be “No,” Mr. Sisk, because 
the lending institutions wouldn’t give us a better advantage on the 
GI loan than they could get for another federally insured loan, and 
under the FHA regulation they would be permitted to make a 514 
percent loan and charge a 1 percent premium. I don’t think that they 
would favor a veteran so much that it would not charge a premium. 

Mr. Sisk. How many points are you being forced to pay today to 
get 414 percent money ? 

Mr. oom We are forced to pay the legal maximum of three and 
a half points, and, of course, the institution charges the veteran one 
point also. 

Mr. Smirn. Will you yield ? 

Mr. Sisk. Yes. 

Mr. Smiru. What was the last thing you just said? 

Mr. Stncer. The veteran is obliged to pay 1 point also, 1 percent. 

Mr. Smirn. I see. All right. 

Mr. Sisk. So you are getting some money in Baltimore today at 
414 percent, and are paying, I believe, three and a half points? 
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Mr. Sincer. Three and a half, yes, sir, but I would like to stress 
we are not getting as much money as we could get and we are forced 
to curtail our sales; we are forced to hold ourselves down, because 
every time a GI loan is granted to us it is almost like a favor. 

Mr. Sisx. Well, the point I am trying to arrive at is this: As I 
understand it, you are getting some money and you are able to close 
some sales where you are getting 414 percent money at 9614? 

Mr. Stnger. Yes, sir. 

Mr. Sisx. Now, if the interest rate was increased to 434 then on 
that same basis you should be able to get 434 percent money at about 
9814 ? 

Mr. Srncer. Well, we should hope so, Mr. Sisk, but there is one 
thing I would like to see: Lending institutions, when they grant you 
a GI mortgage, they make it plain they are just tolerating you; they 
are just giving you the GI mortgage because they like to keep you 
on their books, they have been doing business with you in the past 
and they are hoping for better days ahead when you will come back 
and give them really attractive loans; and at 4144 percent right now 
they make it very evident to us that they are not welcoming our busi- 
ness, but they will tolerate our business. At 434 percent it should be 
a little better. 

Mr. Sisk. Do you advocate lengthening the terms of the loans and 
reducing the monthly payments? 

Mr. Srncer. Well, we would like to see that for the benefit of the 
veteran, but we don’t think that would be accepted very well. We 
don’t think that a lending institution would go more than 30 years, 
for example. 

Mr. Sisk. Most of your loans are at 30 years ! 

Mr. Srncer. Twenty-five or thirty years; yes, sir. 

Mr. Sisk. That is all. 

The CuatrmMan. Do you have any questions, Mr. Smith ? 

Mr. Soiru. I have a couple of questions I would like to ask on the 
money you get. This may be a trade secret, but if it is, say so. 

Do you have some special contacts that help you or do you just go out 
and shop ? 

Mr. Stncer. Well, we find that there are several lending institutions 
with whom we have been dealing for over a number of years, and we 
feel that they regard us as steady customers, as permanent customers. 

Mr. Smiru. Now, in that regard, with approximately 200 houses, 
do you feel that maybe you are getting money off the top, that this 
is just a certain amount that the bank wants to go ahead and place in 
this over and above their other investments in the bank on deposits? 
If you went to as high as 1,000 houses you probably would not be able 
to get the money as easily ; is that correct ? 

Mr. Sitncer. That is correct, sir. We held our volume down because 
we realized the limitations of the lending institutions; yes, sir. 

Mr. Smirn. Now, did I understand you to say that Federal institu- 
tions—I suppose you have savings and loans there? 

Mr, Stncer. Yes, sir. 

Mr. Smiru. Do you have State-chartered savings and loans, too? 

Mr. Stncer. Yes; we do. 

Mr. Smiru. Do they all pay 4 percent to their investors? 

Mr. Stncer. The minimum, I would say, would be 4 percent; yes, sir. 

Some of the State associations go as high as 414 and 5 percent. 
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Mr. Smiru. They do? Quarterly or semiannually ? 

Mr. Srncer. Quarterly and semiannually. I should qualify that. 
There are different systems with different associations. 

Mr. Smrru. What do the banks pay ? 

Mr. Srncer. The banks are paying 214 on savings deposits, that 
is, the commercial banks. Some banks are paying 3 percent. 

Mr. Smiru. Are you getting any GI loans through banks or mostly 
is it savings and loans? 

Mr. Srncer. We don’t go to banks because we find that banks would 
require 25 or 30 percent down, and we avoid going to banks for that 
reason. 

Mr. Smiru. When you go in to make an application for a loan, do 
you go in and make the application yourself on behalf of the buyer 
or take him with you or do you have an appraisal first on the prop- 
erty? I would like to learn, without too much trouble, how you handle 
it? 

Mr. Srncer. I think Mr. Piccinini would probably be able to take 
you from the beginning step right on through it. 

Mr. Piccrntnt. We ask for a preappraisal on the property that we 
intend to sell so when we get the veteran we will know the actual price 
of the property and can quote him an exact price. 

Mr. Smirn. Let me interrupt you. Is there any charge for the pre- 
appraisal, any fee? 

Mr. Picctnrnt. No, sir. That is for the appraisal itself? 

Mr. Surrn. In other words, if the loan is made, there is a $25 fee, 
but there isn’t anything on the preappraisal, no charge on that? 

Mr. Picctntnt. That is right, sir. Then we screen the veterans our- 
selves. If we think he will qualify we take the veteran himself to the 
bank and make an application. All the papers are screened again at 
the bank, sent to the Veterans’ Administration for another screening, 
and if it is approved at the bank and Veterans’ Administration, it 
is sent back to the bank “Approved.” 

Mr. Smrru. Now, the $25—is that whether it is a $10,000 or $12,000 
house—whatever it is, it is a flat fee on the appraisal ? 

Mr. Picctnrnt. Yes, sir. 

Mr. Sur. Do vou have a Joan fee they have to pay? 

Mr. Pricctntnt. It is a very nominal charge, I think about $10. 

Mr. Sunrn. All of the institutions charge about the same on that? 

Mr. Piccrntnt. They run pretty well equal. 

Mr. Satrn. There is no 1 percent loan fee or a minimum of $50? 

_ Mr. Piccrntnt. A lot of them have a 1 percent origination fee; yes, 
sir. 

Mr. Smirn. Approximately how much is your escrow fee? We will 
say Asi are talking about a $10,000 loan. How much would the escrow 

ee he ? 

Mr. Srncer. I could answer that better, because I attend most of 
the settlements. 

The escrow fee depends on the month of the year that the settlement 
takes place. The taxes are paid in the middle of the vear in Mary- 
land. The taxes are paid in the middle of the year in Maryland and 
if you settle pretty close to the middle of the vear vour escrow fee may 
be only $10 or $15 and as you go along throughout the year your escrow 
fee may work itself up to about $150 or $200. 
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Mr. Samaru. Now, you are talking about prorating your taxes and 
insurance as part of the escrow cost ? 

Mr. Stncer. Yes, sir. 

Mr. Smrru. I am talking about the fee they charge for handling. 

Mr. Srncer. Oh, the title fee? 

Mr. Smriru. Well, go ahead. 

Mr. Srnaer. We, in Maryland, call it the title examination fee. 
They usuaMy charge 1 percent of the purchase price plus $25. 

r. Smirx. All right; that will give you your title fee plus your 
escrow fee on that? 

Mr. Srnaer. Yes, sir. 

Mr. Smrra. And do you have any penalty for payoffs? 

Mr. Srncer. None whatsoever. 

Mr. Smiru. No penalty? 

Mr. Piccrntnt. None. It is incorporated in the mortgage. 

Mr. Smiru. No penalty? 

Mr. Piccrntn1. None whatsoever. 

Mr. Suir. Do you have any penalty in your notes for delinquent 
payments ? 

Mr. Picctnrnt. Four percent per month for the unpaid balance. 

Mr. Smiru. No; I mean suppose the payments come in 20 days late ? 

Mr. Srnoer. I think I can answer that, sir. That is 4 percent of 
the monthly payment if the payment is more than 15 days late. 

Mr. Smirn. Is that in the note? 

Mr. Srncer. Yes, sir. 

Mr. Smirn. Do they enforce that? 

Mr. Srncer. Yes; they do. 

Mr. Smiru. Does that help your borrowers to be more timely on 
their payments? 

Mr. Srncer. It certainly does, sir. 

Mr. Smiru. And did you say to Mr. Sisk that most of them were 
around 25-year loans? 

Mr. S1ncer. Twenty-five to thirty-year loans. 

Mr. Smrru. Do you think 40 years is going to help? 

Mr. Srncer. We don’t think it will be accepted by the lending insti- 
tutions. It would help us tremendously to be able to tell a veteran that 
his payments are reduced by $5 or $8, whatever the payment happens 
to be; that would help us tremendously, and it would also help tha 
veteran, of course. We do not think a lending institution is going to 
go along with 40 years. 

a Smiru. Do you think they should on a $200 to $300 down pay- 
ment 

Mr. Srncer. That depends on how much they would want to help 
the veteran, Mr. Smith. 

Mr. Smiru. I mean, if we leave the veteran out of it, just going into 
a pure and private buyer like myself, don’t you think that is an awfully 
small down payment and small equity you are getting in case you have 
to take the property back? 

Mr. Srnaer. It is. However, past experience has shown that veter- 
ans are not in the highest group of delinquents. Veterans have proven 
themselves to be fairly substantial good risks. The GI program went 
through a stage where there was no down payment. 
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There have been foreclosures and repossessions and yet the national 
average impresses you, because we think one-half of 1 percent is very 
low. We do not think that a man will throw up a house any quicker 
if his mortgage is 40 years than he will if it is 30 years. 

Mr. Smirx. Don’t you think basically that is because, in many in- 
stances, of one of these reasons you have in your statement? Because, 
as you say, he wants a home, or he has a growing family, a baby is 
born, he meets a neighbor and he has a yard to keep up and he has 
an interest in his home? Don’t you feel also that is because his pay- 
ments are smaller than a person who has to go out and make a big 
loan and make a larger downpayment ? 


Don’t you think that those are the basic reasons our GI program has 


been so very good from the standpoint of a lot of foreclosures, and 
so forth? 


re Srncer. Yes; I think that pride in homeownership has helped 
a lot. 


Mr. Smrrn. If the payments were $125 a month, you might have 
a lot more foreclosures. 

Mr. Stneer. I think you are right, sir. Yes. 

Mr. Smiru. That isall. Thank you, Mr. Chairman. 

The Cuatrman. Any questions? 

Thank you very much, gentlemen. 

We had a few other witnesses scheduled this morning, but none of 
them are in the room. Without objection, I will insert at the end of 
today’s session certain statements submitted to the committee on these 


hearings. The committee is adjourned until 10 o’clock, Monday 
morning. 

(Whereupon, at 10:45 a. m,, the committee recessed, to reconvene 
at 10a.m., Monday, March 17, 1958.) 

(The material referred to is as follows :) 


STATEMENT OF SALVATORE A. BONTEMPO, DIRECTOR OF VETERANS SERVICES FOR THE 
STATE OF NEW JERSEY 


Mr. Chairman and members of the committee, I am Salvatore A. Bontempo, 
director of veterans services for the State of New Jersey. In our State we have 
approximately 830,000 veterans. Our State has adopted programs which would 
help the veteran most when he needed that help most. One of these programs was 
the veterans’ emergency housing program which has been in existence since 1946. 
Under this program housing was made available by the State in cooperation 
with the municipalities on a per capita basis with the State providing $40 million. 
This program was established as a means to provide temporary housing accom- 
modations for the returning veteran. This program was intended to be a 5-year 
operation but it has been extended by our legislature on several occasions. Today 
we still have about 30 percent of the units occupied by veterans at rents which 
they can afford. Under our present legislation we are obligated to dispose of 
the existing units which will have to be sold to private investors who will not be 
able to operate these buildings at the same rents which the State has presently set. 

I have met with nearly all of these tenants, and now that their families have 
developed they are most anxious to avail themselves of the benefits of a GI 
mortgage. I merely sight this instance to point out that in addition to the many 
numbers of veterans who have not found it possible to date to take advantage 
of the benefits of the GI bill that we do have several thousand veteran families 
in the next 12 months who will want to take advantage of an opportunity to buy 
a home and unless the time limit is extended they will be deprived of an equal 
opportunity with those veterans who were financially better able to take ad- 
vantage of the GI bill earlier. The enactment of legislation which will merely 
satisfy the desires of the veteran will not serve the purpose unless it is com- 
pletely in focus with the overall mortgage picture and in balance with our overall 
economy. To enact legislation which will bring the interest rate down to where 
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it is attractive to the veteran and not one bit attractive to the investor is actually 
doing nothing because then the law becomes inoperative—and we in New Jersey 
have had experience in this area with our 4 percent veterans guaranteed loan 
program for business and household furniture—the law is there but investors 
are not interested at that rate of interest—therefore we have nothing to offer. 

If, on the other hand, the investment possibilities become so attractive to the in- 
vestor that he is anxious to have veterans loans as against all other types of in- 
vestment, the general economy becomes affected and in turn the veteran would 
not benefit. 

Therefore, gentlemen, I urge an extension of the GI mortgage possibilities for 
2 more years, and I would suggest that the Veterans’ Administration be authorized 
within prescribed limits to establish interest rates consistent with regional condi- 
tions in order to make the program operative. 

I appreciate your kindness in hearing my point of view, and I sincerely trust 
that it will help in your deliberations. 


VETERANS FINANCIAL ADVISORY SERVICE, 
Harrisburg, Pa., March 13, 1958. 
Hon. OLIN BE. TEAGUE, 
House of Representatives, 
Chairman, Committee on Veterans’ Affairs, 
Washington, D. C. 


Dear CONGRESSMAN TEAGUE: As an interested party representing 8 clearing- 
house banks in Harrisburg, Pa., and 21 other banks in 4 counties immediately 
surrounding Harrisburg, and charged with the responsibility of processing 
veterans’ loan applications for these banks under the Servicemen’s Readjust- 
ment Act of 1944, as amended, I respectfully submit the following information for 
your consideration. 

Since May 1, 1945, we have processed and closed as of December 31, 1957, 
4,609 loans for $27,434,584, 98 percent of which represent home loans, and ap- 
proximately 2 percent representing farm and business realty or business non- 
realty. To date we have not filed one claim for guaranty on a home loan with 
the Veterans’ Administration, and only four claims for guaranty on nonrealty 
loans. This record is based on the fact that our policy has been limited and 
directed to helping a veteran acquire ownership rather than making a purchase 
with little or no down payment, and long term amortization periods. This policy, 
we believe, creates a sound local economy, and if pursued widely, would provide 
a strong bulwark to the free enterprise of our national economy. 

Our loan applications have varied from the smallest, a nonrealty loan of 
$800, to help a veteran take over a bookstore, to home loans of $20,000 to $25,000. 
These applications were about equally divided between the metropolitan district 
of Harrisburg, and the rural area in the four surrounding counties. For this 
reason, little if any, demand existed for the direct loan program of the Veterans’ 
Administration in this area. 

Four clearinghouse banks have closed loans for over $114 million, and one has 
closed loans for over $2 million. One rural bank has closed loans for approxi- 
mately $3 million, and another has just passed the $1 million mark. The latter 
banks are in small towns serving rural and isolated areas. 

Until 1957, we closed annually 200 or more loans for approximately $2 million. 
In 1957, however, the totals decreased to 168 loans for $14%4 million. More might 
have been taken last year had not the veteran buyer been told by various agencies 
that VA loans were no longer available. Since September of 1957, we have 
taken only 7 or 8 loans per month, including February of this year. The program 
is almost at a standstill in this area because of the unfavorable factors surround- 
ing this activity, and for no other definable reason. 

Some operative builders and their selling agents are now inducing veteran 
purchasers to buy under FHA terms instead of being able to buy, and some day 
own, under the more favorable VA terms through their own local lenders, had 
the interest rate been adjusted last March. Those veterans, and especially the 
Korean veterans, have learned that they paid higher prices and considerably 
more closing costs than they would have, had they been able to create a VA 
mortgage loan through a local supervised lender. 

One local realtor permitted himself to be quoted in the public press that VA 
loans were no longer available because they were not “practicable.” We agree 
that for his purposes the word practicable might apply. He stated that FHA 
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loans could be obtained for 5% percent pointedly making no reference to the 
fact that one-half percent additional must be paid by the purchaser for insur- 
ance; nor did he state that a VA loan may be paid in full in advance of maturity 
at no penalty to the borrower. 

Another significant factor in the policy followed by our banks has been the 
premise in this program that our job was to help a veteran to own a home, not 
just buy it. We have required the veteran to have from 10 to 20 percent cash, 
and most of our mortgages have been for 15 years, or less. Some have been 
for 20 years, in which case the borrower pays 144 times the cost of his house, and 
a very few, less than 10, for 25 years, which amounts to twice the cost. Fur- 
thermore, at no time have any “points”, discounts, or placement fees entered 
into our transactions. Our banks do not sell the mortgages they take under this 
program; they hold them and service them to assist the veteran in acquiring 
ownership. There has been entirely too much emphasis placed upon helping a 
veteran buy instead of establishing equity and eventual ownership. For in- 
stance, we weathered two steel strikes, one of at least 6 months’ duration, 
and the banks, with the cooperation of the regional VA office carried these 
mortgages until the men returned to work and began making up their deficiencies. 
Today none of these mortgages have any arrearages, nor were there any distress 
sales in the picture. 

We hope, especially for the sake of the Korean veterans, that the terms for 
VA mortgages will be such that we may participate as fully in the program 
as we have in the past, and that the needed legislation may not come too late, 
nor inadequate to meet the current economic atmosphere. By granting an in- 
terest rate not to exceed 5 percent, we believe, is the only sure way to capture for 
the veterans’ benefit the elusive investment dollar. 

Respectfully submitted. 

A. 8. Hovontn, Manager. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., March 13, 1958. 
Hon, Orin TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

DearR CONGRESSMAN TEAGUE: This letter is to express the national chamber’s 
recommendations on veterans’ housing legislation as proposed in H. R. 9729 
and H. R. 10166: 

1. We oppose the extension of the veterans’ direct home loan program. 

2. We oppose the pegged interest rate on veterans’ guaranteed home loans. 


VETERANS’ DIRECT HOME LOAN PROGRAM 


Recent trends in the mortgage money market indicate that funds for housing 
are becoming increasing available, not only in the larger cities, but in smaller 
communities as well. Thus, the free market is adjusting to meet the changes 
that occur in our free choice system. This is a vital part of the system which 
veterans have fought to defend. Further, veterans are citizens, and are many 
years removed from the postwar situation which, at one time, justified a Federal 
program. Veterans deserve the opportunity to be treated like citizens instead 
of dependent wards of the Federal Government. 


VETERANS GUARANTEED HOME LOANS 


Free or flexible interest rates on existing loan programs would result in suv- 
stantially more housing for veterans than has been produced under the present 
fixed rate. 

Veterans are both buyers of houses and savers of money which is loaned to 
buyers of houses. Any fixed rate which does not permit one veteran to compete 
for loanable funds of other veterans is of no help in stimulating housing con- 
struction under such a program. 

The continued downward trend of VA guaranteed loans is a reflection of the 
unrealistic and unyielding rate offered to investors in the mortgage market. 

A more positive solution to making the guaranty program workable and useful 
would be to make the interest rates flexible so that more private funds—the 
savings of veterans and others—can be attracted to this market. 
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Would you please make this letter a part of the record of your committee hear- 
ings on veterans’ housing programs. 
Cordially yours, 


CLARENCE MILES. 


UNITED States Savines & LOAN LEAGUE, 
Washington, D. C., March 18, 1958. 
Hon. OLIN E. TEAGUE, 
Chairman, Veterans’ Affairs Committee, 
House of Representatives, Washington, D. C. 


DeaR Mr. CHAIRMAN: We are advised by your office of hearings scheduled be- 
fore your committee beginning this week to give an opportunity for those inter- 
ested to state their views on H. R. 9729 and on the various other bills pending 
before the committee proposing changes in the GI loan program. 

We appreciate the opportunity thus extended to set before you for considera- 
tion the views of the members of the United States Savings & Loan League on 
these matters. I address this letter to you for that purpose. 

As you know, the league members and the industry of which they are a part 
have from the beginning been foremost in the support of GI home loans. That 
support had dwindled progressively over the last 2 or 3 years as the available 
yield on such loans fell further behind competitive lending rates, and as the cost 
of money to our associations rose sharply upward. 

Because of that trend and because it was then considered unlikely that reme- 
dial legislation would reactivate the program, the league members in their Jan- 
uary 1958 legislative conference dwelt little on the GI program and passed but 
a single related resolution, reading as follows: 

“The GI loan program should either be made workable in terms of a realistic 
interest rate, or should be terminated. It is unfair to the veteran to purport to 
offer a loan program which in reality is virtually unavailable. Similarly, it is 
unfair to lending institutions to charge them with the moral responsibility for 
assisting veterans at the same time it is financially impossible for the institution 
to undertake more than a token volume of such loans.” 

You will recall, however, the testimony of the league in the hearings before 
your committee in February 1957 concerning various changes in the VA program 
which were kindred in scope and concept to those now before you. The pattern 
of the principles then set forth in the league’s testimony would undoubtedly ex- 
press equally today the views of its members. 

As to proposed changes in the interest rate, it is the League’s position that the 
GI program would be benefited were the Administrator of Veterans’ Affairs given 
the power to permit a flexible yield pattern with respect to guaranteed home 
loans, equivalent to the power fixed in the Commissioner of the Federal Housing 
Administration under title II of the National Housing Act. The league’s views in 
this respect coincide with the resolution adopted in convention by the American 
Legion at Atlantic City last fall. In the meantime, various proposals have been 
advanced to peg the rate to a factor one-fourth or one-half percent below that 
currently prevailing for FHA section 203 home loans, or to a level not above such 
rate. It is the view of the league that the American Legion proposal is the pref- 
erable alternative, but that a rate “not above” the corresponding FHA rate, or 
even a compulsory one-fourth percent below that rate, would be practical, but 
that the one-half point proposal would be destructive of the program. 

In addition to thus changing the statutory rate on GI home loans it is our hope 
that your committee will find it possible to support those who advocate removal 
of discount controls established under section 605 of the Housing Act of 1957. 
Experience with the administration of such controls has clearly demonstrated, 
even to many who favored the imposition of such a restriction, that they are 
unworkable and exert a distortive influence on the mortgage market, while ac- 
complishing little or nothing of their objective. 

Assuming the yield factors obtainable from GI loans are thus put on an effec- 
tive basis, it is believed the majority of league members would, in the present 
setting, favor the extension of the GI loan program for a year, plus an added 
year within which to conclude commitments made prior to July 25, 1959. This 
would prove to be a most helpful assistance to the present recessive trends evi- 
dent in the economy, would give a welcome added period to those many veterans 
whose housing needs had to be postponed because of the mortgage money situa- 
tion which has existed over the past year or two, and would give an added period 
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in which to plan and effect transitional efforts to shift to other vehicles the tre- 
mendous support the GI loan program has for many years given to home build- 
ing and home ownership. 

Beyond question it would be the view of the great majority of league mem- 
bership that an extension of the direct loan program is neither necessary nor 
desirable. Since the initiation of the direct-loan program in 1950 for the pri- 
mary purpose of making money available to World War II veterans for home 
ownership in rural areas, three other programs to the same effect have been 
launched or are before the Congress. 

The first of these, the Voluntary Home Mortgage Credit Program, has so far 
resulted in the placement of several hundreds of millions of home loan dollars 
in those areas which were then eligible for VA direct loans. While this program 
has not beew flawless it has effectively supplied a very large measure of indi- 
cated need and is continuing to do so. 

The second of the programs to which I refer is the certified agency program 
of FHA. This was launched, as you may know, just a few months ago and is 
currently in effect on a test basis in key areas. Competent observers are of the 
opinion that it will go far to bring needed money into the home building and 
home ownership picture in many of the more remote areas which heretofore 
have been signally unable to supply legitimate demand for such financing. 

The third program is the home loan guarantee program, which will insure the 
top 20 percent of conventional loans. It is expected this measure will be ad- 
vanced to hearing during the current session by the respective Banking and 
©urrency Committees of both Houses of Congress, before each of which a bill 
embodying the plan is now pending. 

The enactment of this plan by the Congress would enable hundreds of home 
financing institutions to serve their communities with low equity home financing. 

The savings and loan industry which has sponsored this plan originates, as 
you may know, nearly 40 percent of all home financing of single-family homes 
throughout the Nation. Its thousands of institutions are so situated that their 
services are available to virtually every small community in the United States. 
The activation of this proposed insurance program will do more than anything 
made available to date, excepting perhaps the VA program itself, to extend low 
equity financing to rural America. It is regarded not only aS a measure which 
will obviate the need for direct loans to veterans, but one which commands a 
potential which will supply the void which will exist when the home loan pro- 
gram for World War II veterans is allowed to expire. 

In the opinion of the officers of the league the extension of the loan guarantee 
program for one year on a yield basis consonant with the views expressed above 
will bring into that program a very considerable influx of savings and loan 
money. This will be true of virtually every section of the United States. It is 
impossible to express this in terms of a dollar volume factor, but it should add 
up to many hundreds of millions of dollars over the balance of this calendar 
ear. 

. It is our hope that the points outlined above will be helpful to you and to the 
members of your committee on the deliberations on these various measures 
affecting the GI home loan program. Please let me know if any further ex- 
pression or submission of available data relating to any of these matters would 
be of assistance, and we shall endeavor to get it into your hands as promptly 
as possible. 


Respectfully submitted. , 
T. Bert Kine, Washington Counsel. 
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MONDAY, MARCH 17, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C. 

The committee met at 10 a. m. in room 356, House Office Building, 
the Honorable Olin E. Teague (chairman) presiding. 

The Cuatrman. The committee will come to order. 

I understand Mr. Vieser and Mr. Camp have some kind of a prob- 
lem and would like to be heard first this morning. Are you together ? 

Mr. Camp. Yes, sir, we are together. 

The Cuarrman. All right. 


Mr. Camp, will you state your name and title and address, and also 
Mr. Vieser. 


STATEMENTS OF EHNEY A. CAMP, MILFORD A. VIESER, AND JAMES 
J. O'LEARY IN BEHALF OF AMERICAN LIFE CONVENTION AND 
LIFE INSURANCE ASSOCIATION OF AMERICA 


Mr. Camp. My name is Ehney A. Camp. I am vice president and 
treasurer of the Liberty National Life Insurance Co. of Birmingham, 
Ala. With me is Mr. Milford A. Vieser, financial vice president. of 
the Mutual Benefit Life Insurance Co. of Newark, N. J., and Dr. 
James J. O’Leary, who is director of economic research, Life Insur- 
ance Association of America, with headquarters in New York. 

We have here a 7-page double-spaced statement which pretty well 
summarizes our views on matters in which we think you are inter- 
ested. Would we have time to read that to you? 

The Cuatrman. Yes. I think we would like to hear it in detail. 

Mr. Camp. We are appearing in behalf of the American Life Con- 
vention and the Life Insurance Association of America. These two 
associations have a combined membership of 266 life-insurance com- 
panies which hold 96 percent of the assetst of all companies in the 
United States. We welcome the opportunity to express our views on 
the important housing and mortgage lending issues before this com- 
mittee. 

The life insurance companiee of the Nation have, of course, a vital 
interest in housing and mortgage matters. During the 12-year pe- 
riod from 1946 through 1957 inclusive, the life-insurance companies 
made a total of $38.6 billion of residential mortgage loans, of which 
total $10.7 billion were FHA mortgages, $10.2 billion were VA mort- 
gages, and $17.7 billion were uninsured mortgages. The life com- 
panies have been consistently the largest investors in Government 
insured and guaranteed mortgages. 
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Your committee has for consideration measures designed to stimu- 
late a prompt acceleration in the rate of residential construction. We 
certainly agree that a stepup in home building at this time would be 
desirable to aid in offsetting the present reduction in business and 
industrial capital expenditures. A higher rate of residential con- 
struction would improve the general level of business activity. The 
significant question, however, is how may the Federal Government 
and private business take steps to provide a stimulus to home building 
without resorting to measures which are economically unsound. 

It is important to recall that since the end of World War II, we 
have built nearly 13 million houses in this country. There are some 
indications that we may have substantially caught up with the great 
housing demand which was the product of the war and its aftermath. 

The Cuatrman. Mr. Camp, why do you make that statement? 

Mr. Camp. Our general impressions are based on areas where from 
time to time we see there is not as much demand for loans, and there 
are houses that are unsold; these are just general impressions we get. 
And when I say “we” I am not talking about our two companies but 
impressions from talking to people in the business. Those are just 
impressions we have gained. 

These impressions may underestimate the effective demand still 
remaining today, but their caution cannot be dismissed lightly. More- 
over, as we all know, nowhere has inflation been greater than in the 
housing area. This has been due in large measure to excessively eas 
credit a majority of the time. During the period from 1946 through 
1957, the Boeckh index of residential construction costs rose 71 per- 
cent, as compared with a rise of 44 percent in the Bureau of Labor 
Statistics’ Consumer Price Index and 50 percent in the Wholesale 
Price Index. We believe there is a real danger that a flood at this 
time of very easy home mortgage credit, triggered by unrealistic terms, 
may ultimately create more problems than it solves. We therefore 
urge that great care should be taken in selecting the measures em- 
ployed to stimulate housing. 

You have before you proposals to extend the VA home loan guar- 
anty program. As is evident from the $10 billion of VA loans made 
by life-insurance companies, we have felt that the program efficiently 
served a most desirable purpose in aiding the veteran to purchase a 
home and to make a favorable transition to civilian life. A year ago, 
however, we agreed with the implied congressional decision that the 
VA program had been available to veterans for a sufficiently long 
period, and that it should be terminated. 

It was our thought at that time that a permanent solution should 
embody one program of Government insurance of low downpayment, 
extended amortization period loans under FHA and available to all 
citizens including veterans. We still believe that this is an equitable 
and practical permanent solution, and we have been greatly encour- 
aged in recent months to note how well the FHA program is meeting 
the need. Until recently the program’s potential has been beyond 
reach due to slow processing of the increasing flow of applica- 
tions for insurance. Through prompt hiring of fee appraisers and 
other measures, and more significantly through the introduction of the 
certified agency program, which is explained in the attached Federal 
Housing Administration release, the FHA has already substantially 
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accelerated the processing of applications for insurance. We believe, 
however, that the permanent solution to administration of Govern- 
ment-insured mortgage credit lies in a consolidation under FHA. 

If, however, Congress should decide that as an emergency measure, 
the VA guaranty program should be extended, we urge that the VA 
interest rate be restored to a competitive basis. Capital funds have be- 
come less and less available for VA mortgage financing in the past 1144 

ears because the 414-percent interest rate on these mortgages has not 
n competitive with the return available on other investments. De- 
spite the decline which has occurred since last autumn in the invest- 
ment yield on corporate bonds and uninsured mortgages, the net rate of 
return on such investments still greatly exceeds the net return to in- 
vestors on VA mortgages. The following figures are illustrative of 
the problem. 

Assuming a VA mortgage is purchased at par, the net return to 
life-insurance companies, after all costs, is about 3.75 percent. It is 
true that discounts are permitted on VA mortgages, but life-insurance 
companies have been unwilling, as a general rule, to purchase VA 
mortgages at the substantial discounts required to make the yield 
competitive with other investment outlets since the function of dis- 
counts is not generally well understood. Compared with a net yield 
of 3.75 percent on VA mortgages (or possibly slightly higher if a 
moderate discount is included), the life-insurance companies are still 
able to invest their funds in conventional mortgages and in industrial 
loans on a net-yield basis of about 5 percent. This is the reason why, 
even today, the FHA mortgages at 514 percent are still not selling at 
par. Their net yield, which tends to be increasingly competitive— 
that is, the FHA net yield—is currently about 4.50, after costs. 

Life-insurance companies (and, indeed, mutual savings banks, sav- 
ings and loan associations, and other mortgage-lending institutions) 
are, in a sense, managers of the savings of over 100 million policy- 
holders, most of them people of moderate means. In this managerial 
function they have the responsibility to invest these funds at the 
best return available, consistent with safety. If VA mortgages are to 
receive a normal flow of funds from mortgage-lending institutions, 
the return available must be competitive. 

The Crarrman. Mr. Camp, how much does that second-to-last 
statement you made have to do with the amount of interest rate you 
recommend ? 

Mr. Camp. We are not in a position, I believe, to recommend a spe- 
cific rate of interest. We did say that the yield on FHA loans at 
the present time is 4.50, and the yield on VA loans is about 3.75. 
That is a difference of about three-fourth of 1 percent. So, we 
would say, if we wanted to make VA loans as competitive as FHA 
loans, we would have to put it up to 514 percent. 

The Cuarrman. Do you consider VA loans better than FHA loans? 

Mr. Camp. I think they are both good. I do not think I would say 
one is better than another. I would like to ask my associates if they 
consider one is better than the other. 

Mr. Virser. They both have the same guaranty of the United 
States Government. While at the moment VA is paying all cash, 
in times of stress it could be more difficult than FHA. We have 
always felt the guaranties were about comparable. 
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The Cuarrman. If they are comparable, why did the Senate put 
a provision in §. 3418 that there should always be a spread between 
VA and FHA interest rates ? 

Mr. Vieser. I do not think the difference was in the quality of the 
guaranty but in their hope of giving the veterans a lower rate of 
interest. 

The Cuamman. The VA guaranty pays off in cash, does it not? 

Mr. Camp. The FHA debentures we receive on FHA loans we can 
use to pay our FHA premiums; so, in effect, that has been a cash 
payment, also. So, up to now, there has not been any difference 
whether we received cash from VA or debentures from FHA. 

At the present time, capital funds are beginning to flow freely into 
FHA mortgages because, as interest rates generally soften, the FHA 
rate of 514 percent becomes more competitive. As already noted, 
however, the VA rate is still far below the level required to attract 
an appreciable flow of funds. In view of current developments in 
the capital markets, generally, and in the mortgage market, particu- 
larly, if the VA rate were raised at the present time to a level com- 
mensurate with the FHA rate, the flow of investment funds into VA 
mortgages would automatically increase substantially. The same 
expansion in the availability of funds which has been so apparent in 
recent weeks in the FHA market would spread promptly to the VA 
market if the rate were raised to a competitive position. 

The CyHatrman. Mr. Camp, if they continue to reduce discount 
points, does it not follow they will also reduce the 514 rate of FHA? 

Mr. Came. If who reduces discount points? 

The Cuatrman. If the Federal Reserve Board continues cutting 
discount rates, if this trend should continue, then will it not follow 
there is a good possibility that the 514-percent interest rate on FHA 
will be reduced ? 

Mr. Camp. You mean that Congress might reduce the rate? 

The CHatrmAn. No; that the Administration 

Mr. Camp. That the Administration might reduce the rate. Let 
me first comment, and then I will ask Dr. O’Leary to comment. I 
would say if the flow of funds in FHA mortgages became so great 
that the investors would begin taking them at par, and then start 
paying premiums for them, that would be the proper time to reduce 
the rate. That has happened in the past. I would like to ask Dr. 
O’Leary if he has anything to add to that. 

Mr. O’Leary. I think what you are referring to is the cut in the 
Federal Reserve rediscount rate. 

The Cuatrman. That is right. 

Mr. Camp. I had not understood the question. 

Mr. O’Leary. What that would do is this: The cut in the Federal 
Reserve discount rate makes it easier for commercial banks to borrow 
funds in order to increase reserves, and, potentially, if they take 
advantage of that they might obtain reserves to go ahead, and the 
commercial banks would lend more actively than in the past. But 
the basic thing they need to do to ease credit in the banking system 
is to increase the reserves available to banks for open-market opera- 
tions. They have not done a lot of that, although they have in- 
creased the reserve position of the banks in recent weeks. What will 
happen under those conditions is that the commercial banks may 
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begin purchasing mortgages, which would have the effect of having 
more money in the FHA mortgage market. But until the Admin- 
istration sees quick bidding for FHA mortgages to the extent the 
discounts are eliminated and they start going to a premium, I do 
not think it would be wise to reduce the rate on F mortgages. 

Mr. Camp. Mr. Chairman, I think the next two paragraphs at the 
top of page 5 are perhaps the most important paragraphs in our 
statement, 

The experience of the VA mortgage market in 1953 and 1954 clearly 
shows what can be accomplished by the introduction of a competitive 
interest rate. It will be recalled that, late in 1952 and in the first 
several months of 1953, there developed a shortage of VA mortgage 
credit. The reason was similar to today—namely, the VA interest 
rate at 4 percent was not competitive with the investment return 
available on bonds and uninsured mortgages. Late in the spring of 
1953, however, the VA rate was raised to 414 percent, and discounts 
reflecting minor market adjustments were permitted. At the same 
time there developed a sharp decline in other interest rates as the 
national economy went into a moderate recession, and the Federal 
Reserve shifted to a policy of credit ease. Almost overnight the VA 
mortgage became highly competitive and the response was dramatic 

Now watch these figures: As is shown in table I, attached, the total 
of VA mortgage advance commitments outstanding with life-insur- 
ance companies rose sharply from $85.9 million in June 1953 to $230.5 
million by the end of December 1953 and $826.6 million by the end 
of November 1954. These figures have been obtained from life-in- 
surance companies holding about two-thirds of the assets of the busi- 
ness. They do not, therefore, measure the full magnitude of the 
response. Table 2 shows an even more sensitive measurement of the 
great increase of life-company VA commitments in response to a com- 
yetitive rate. Here it will be noted that new commitments to make 

7A mortgage loans rose abruptly from $13.2 million in May 1953 to 
$71.6 million in December 1953, and thence to $233.3 million in 
August 1954. Charts 1-3 show the same sharp rise of VA zommit- 
ments after mid-1953. We do not have commitment figures available 
for other mortgage-investing institutions, but it is generally agreed 
that their VA commitments paralleled the movement of life-insurance 
company VA commitments from mid-1953 through 1954. 

Mr. Ayres. Are you familiar with the fact that at that time the 
Congress did not have to vote the increase ? 

Mr. Camp. That is right. 

Mr. Ayres. Whereas now the Congress is going to have to give the 
administrator a little leeway the same as he had at that time. 

Mr. Camp. That is right. He had the privilege of doing it himself 
at that time and it was done and these are the results. 

Mr. Ayres. And no Member of Congress had to answer “Yea” or 
“Nay.” 

Mr. Camp. That is right. 

Accordingly, if the VA interest rate were restored to a competitive 
position a prompt and vigorous flow of funds into VA mortgages 
could be expected in the next several months. This would be the 
proper way to bring about a resurgence of VA mortgage lending be- 
cause it would come within the framework of market forces. The 
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only way to make VA mortgage credit available at the 414 percent 
rate is to provide for a huge increase in the purchases of VA mort- 
gages by FNMA. This would be necessary to support the VA inter- 
est rate at the below-the-market level of 414 percent. We believe that 
mass-purchasing by FNMA is not sound and is not in the best inter- 
est of a healthy and stable economy. In order to raise the funds 
necessary to finance FNMA purchases, the United States Treasury 
would be required to sell its securities in the market. Under present 
conditions it is certain that the Treasury securities would be pri- 
marily short term and would be sold mainly to commercial banks. 
Thus, the VA rate of 414 percent would be artificially supported by 
an inflation of the money supply in large amounts. We believe that it 
is patently unsound to subject the housing market (and eventually the 
economy as a whole) to another dose of inflation on top of the already 
disproportionate rise in living costs it has experienced. 

Moreover, expansion of FNMA purchases calling for Treasury fi- 
nancing in large amounts to provide the needed funds also creates 
another important difficulty. The Congress has just been forced to 
increase the Federal debt limit by $5 billion. As has been evident, 
the Treasury has experienced great difficulty in recent months in 
operating under the former ceiling. During the balance of this 
calendar year, as the result of a sizable cash deficit, it is expected that 
the Treasury’s borrowing needs will again make it very hard to stay 
under the new and increased limit. It is reasonable therefore to 
expect that an additional substantial volume of Treasury borrowing to 
finance FNMA would necessitate a further increase in the Federal debt 
ceiling before the year end. This could be avoided by raising the VA 
rate to a competitive level. The sound approach is to adopt a com- 
positive rate for VA mortgages and to rely on the flow of private 

unds. 

Finally, your committee also has for consideration an extension 
of the VA direct-loan program. Here again the basic problem is that 
the 414 percent rate on VA direct loans is artificially below the com- 
petitive rates on other investments. If the VA interest rate were 
raised in line with the FHA rate, the voluntary home mortgage credit 
program has demonstrated it can do a completely successful job of 
making VA and FHA credit freely available in remote areas and in 
small towns. Operating for the past 3 years, most of the time under 
the handicap of a VA rate far below the market, private lending in- 
stitutions under VHMCP have made over $280 million of VA and 
FHA loans. The total volume would have greatly exceeded this 
amount if the VA rate had been competitive. We believe that 
VHMCP can do the job of meeting the needs of small towns and re- 
mote areas if it is allowed to function within the framework of market 
forces. In this way, the apparent need for direct Government lend- 
ing would be eliminated. 

(The following material was submitted by the witness for the 
record :) 
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CHART 1.—OUTSTANDING NONFARM RESIDENTIAL COMMITMENTS OF LIFE 
INSURANCE COMPANIES 
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CHART 3.—NEW NONFARM RESIDENTIAL MorRTGAGE COMMITMENTS OF LIFE 
INSURANCE COMPANIES 
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TABLE 1.—Outstanding commitments of life insurance companies 


{In millions] 





Nonfarm residential mortgages 


























NotTE.—Components may not add to totals due to rounding. 


| 
| Total FHA VA guar- Conven- 
insured anteed tional 

No su neniancaneebee $660. 0 $242. 1 $136. 0 $281.9 
a a  dieeenael | 680. 9 239. 0 | 132. 1 309. 8 
in acs ali nininiebieds Ge aaa | 670.9 230. 5 120.5 319.9 
eS ee 650. 2 | 233. 4 | 114.8 302.0 
to nk mei eenaeen 605. 5 203. 6 105.7 296. 2 
NE re iti eae e amie ae 585. 8 186. 2 98. 5 301.1 
a eo 596. 5 | 182. 5 94.3 319.7 
ke eG caale euiidenmee es anicnatel 594. 3 | 160. 2 | 94.5 339. 6 
aca eae 598. 4 155.8 | 90.0 352. 6 
ee Riise watdiecanesiien itd | 631.7 156. 5 85.9 389. 3 
8 OSE eee .| 582. 4 151.4 87.5 343.5 
i i ar Seale dRebme wanes 586. 8 143.5 | 98.9 344.4 
eR encase 619. 6 144.5 129.3 345.8 
a Mh Li eaent 637.4 145. 6 | 162. 2 329. 6 
I ce cinceaniaas 703. 8 158. 5 | 212.0 333.3 
NN as ost ee 717.8 157.4 | 230. 5 329.9 
eo. tC iesedeaunshenewt 704. 8 | 157.3 224. 8 322. 7 
| EES a ‘at 739.7 | 153. 2 245.3 341.2 
DE 2 ota kacnaaensieineab saniaw main | 842.1 | 164.3 309. 3 368. 5 
I ta aici calphcecicy aepeacaeocin ain ER eocasee icin lade | 906. 6 173. 2 356. 1 377.3 
nea ren beac auia hi adda ee ohh aibinminicnel 1, 000. 2 | 187.1 413.5 399. 6 
a cals hag maaiemened 1, 078.5 185. 5 472.6 420.4 
ol a ina ic sata inital Ricks tenon ential 1, 152. 6 185. 8 538.3 428.5 
I 2 ia aad cnc cieccasbipndibangiin we elie nae iomesndal 1, 289.0 184.7 638. 6 465.7 
NE oo. cnicinuckdinbnapoasne acest 1, 393. 5 188. 8 747.0 457.7 
rns pcan eigtenbawewes <oae 1, 468. 9 199. 0 790. 1 479.8 
1; 551.9 220. 2 826.6 | 505. 1 
1, 530. 5 234. 7 796. 1 499. 7 

1, 521.8 7.5 799. 2 485.1 

1, 535. 2 243.8 794. 0 497.4 

1, 523. 9 231.7 | 754.0 538.2 

1, 477.6 | 224.2 715.6 537.8 

1, 481.6 | 223.7 686. 8 571.0 

1, 438.7 | 232.3 652. 4 554. 0 

1, 403.0 232. 6 622. 3 548.1 

1, 360. 4 229.7 591.2 539. 5 

1, 317.9 | 223. 8 558. 1 536.0 

1, 297.0 | 219.8 539. 1 538.1 

1, 308. 4 246.3 516.0 546.1 

1, 223. 5 | 237.0 475.5 511.0 

1, 164.1 195. 6 447.8 520.7 

1, 163.8 185. 2 441.1 537.6 

1, 206. 5 186. 3 459. 2 561.0 

1, 210.3 179.7 460.7 569. 9 

1, 231.4 | 173.2 458.9 599. 3 

1, 207.4 | 170.0 438.7 598. 8 

1, 166.6 160.9 421.7 584.0 

1, 124.4 158. 4 404.5 561.5 

1, 087. 1 154.7 381.3 551.2 

1,041.9 149.7 360. 1 532. 9 

1, 000. 9 141.1 339. 4 520, 
915.3 | 123. 4 296. 6 495. 
{ | 


| 
i 
| 
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TABLE 2.—New commitments of life insurance companies 


{In millions} 











Nonfarm residential mortgages 
Total FHA VA guar- Conven- 
insured anteed tional 

1952—September..___-- abit dhicateeoenia ince baat $140.1 $38. 1 $16. 4 $85. 6 

j October vihiitteat Gut sinaidcadhedamanamata 106, 2 48.1 15.1 97.0 
Ns 6 oo 4b i bs cc ceweeaanss 135.9 37.6 11.6 86.7 

| December...........-.- jiu icailied 189. 6 69.0 21.4 99.3 
| es aE TY SA a a: 116.7 33.0 11.7 71.9 
ee dy Nakina eae nee 138.7 36.6 11.0 91.1 
March. ...-..- ce hedbacneanenda eee 188. 7 55.9 16.8 116.1 

UT SCRA i inetd ch So snes Si 171.9 36. 6 18.4 116.9 

May....- diinstthigtatettar nan inteis tistsch ainaidensianl 164.8 38. 6 13.2 112.9 

PU bid xii cena nGene ; antes ; 210. 6 42.9 15.9 151.8 

FUE cod ieee cic hcks Lies bokdos dik die’ 148. 1 | 35.1 23.6 89.4 
Eee 5 ibd ttle 150. 2 | 33.0 | 30.8 86. 4 

j September. ----.-- sie oh Riad ie tales 180.3 | 37.4 50. 6 92.3 
Be Cee oe het at me 193. 7 | 41.6 64.9 7.3 

MIR 56 cwsss cussed deddvie dakhh -| 243. 6 61.3 88.5 93.9 
December..........--. ciea sheet 207. 1 42.5 71.6 93. 1 

i ie ln oe aici 161.9 36. 1 45.5 80.3 

| PMN Se ahaa tte dccena Stage 221.2 50.0 63.3 107.9 
| DEIN ctcuncbecachadessue etais 300. 1 55.3 121.8 123. 1 
| NN G2. cna. chiethttesnsiieon 262.7 40.9 115. 4 106.3 
ae . 274. 4 | 50. 7 123. 9 $9.9 

| Ma sede Seencadnetestaicadiakteretnan 323. 1 51.1 142 6 129.5 
i ite ge oka 8 oe dinette ates 300.7 | 37.5 148.3 114.9 

Rath. taseita Susanah. 3 iad ele Neem ct 416.9 47.9 233. 3 135.7 

IIE 5. 556s achdpeweudiberianned 332. 7 38.7 199. 2 94.8 

| Cs io ce ews cere ncawawdceededun 4 343.9 54.4 159.3 130. 2 
i Do's iene caenmn ee oeteimiitan 398. 6 62. 6 193. 2 142.8 
j a ad 294. 6 59.0 125. 5 110. 2 
1955—January. Sect aateeatae aera 70.0 | 50. 6 123.4 96.0 
i PREG so bas wecclcdcccsscteiccstObe 247.5 51.6 } 89.9 106.0 
| I as hice wah sade ids Sosa dude daunted 299. 0 59.3 | 100.7 138.9 
i ig ii siel has aceis cndisas th Nad atts kuin gia caiainonaad 262.3 48. 6 | 92.2 121.4 
ta Seal 298. 3 | 57.0 88.2 153. 1 
; Weekes otdetadsduwe bw duhisdbudaudeed 259 5 | 57.1 83.8 118.7 
i Se iiiictieedh avbek fucndn tintin cee 229. 3 52.3 70.3 106.7 
| iE iia tnnunumadaminghiamel 260. 2 51.2 92.4 116.6 
i September. ----- Spuaekicede shwuenGenenl 238. 9 49.9 77.8 111.2 
i SE i eae A a ineldbuchald seen bated 241.4 51.5 74.0 116.0 
| November...-.-. oT oaak adi ahi -5 79.5 79.8 78. 1 121.6 
i on w dinisinl sting mievbpeeaagee 216.8 43.0 66. 6 107.2 
1956—January-__.-_._-- eae sanire te 244.1 | 43 7 80.8 119. 6 
February... .------ baci icaig \iewwin SRS 235. 4 | 34.0 84.4 117.0 
i Be iaiadveinitcacts inienietad eile 254. 2 | 43.2 | 78.9 132. 1 
| BOM ctadstisidtesktbowishecisabhiandeti 253. 3 36.0 73.1 144. 2 
i I a le Si ooh ete eptintedl Bee 280. 6 | 37.1 | 74.8 168.7 
| June... bales stb pchaddbdadueddilaihd 240.8 35.0 55. 6 150. 1 
| ES a a ee LE | 211.2 | 31.4 55. 4 124.4 
ns) Oh 5 oh bi cutbiin ede ouden 194. 6 | 28.7 51.5 114. 4 
I cde scncusn Sbdbe bhied nude odbbs 163. 0 24.7 42.1 96. 2 

ICAL wabigmacanawen uccnlndnckabaine 210. 5 28.3 58.7 123. 6 

November... ......-- ’ sibnnim natn iain 168. 4 22.1 47.4 98.9 
December........-.- npettbienreinemia dnt 165, 4 18.1 34.0 113.3 








Note.—Components may not add to totals due to rounding. 





HerE’s How THE FHA’s CERTIFIED AGENCY PROGRAM WoORKS 


FHA’s certified agency program is a dynamic new approach to the problems 

of home financing in small towns and rural areas. At the present time this is 

| an experimental program in operation in seven selected areas of the United 
States chosen for varying geographic and economic conditions. These areas are: 


i tastern New York—FHA’s Albany Insuring Office area 
| Eastern Pennsylvania—FHA’s Philadelphia Insuring Office area 
North Carolina—FHA’s Greensboro Insuring Office area 
Central and downstate Illinois—FHA’s Springfield Insuring Office area 
Upper Peninsula of Michigan—Grand Rapids Insuring Office area 
i Kansas—FHA’s Topeka Insuring Office area 
Arizona—FHA’s Phoenix Insuring Office area 
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Towns of less than 15,000 population (according to the 1950 census) in these 
areas are eligible to participate in the program if the district director feels they 
would benefit by it. During a 1-year period while the program is being evalu- 
ated it will be restricted to these areas. After that it will probably be 
expanded. 

Under this program, processing functions preparatory to FHA’s insurance 
endorsement, which in the past have been performed in the FHA office, will be 
carried out by local lending institutions using appraisers and inspectors em- 
ployed on a fee basis. Qualified lending institutions which are FHA approved 
mortgagees will be designated as authorized agents of the Federal Housing 
Commissioner upon application to and approval by the local FHA insuring office. 
Lenders not presently approved mortgagees may make application to their local 
FHA office to become one. Fee appraisers and inspectors will need to be certi- 
fied by the local office. 

As an authorized agent the lending institution will be empowered to accept 
applications for insured mortgage loans eligible under section 203 of the National 
Housing Act. The agent will arrange for an appraiser, designated by the FHA, 
to appraise the property and the agent will perform the credit analysis. It will 
be part of the appraisers function to see that plans and specifications for pro- 
posed construction comply wtih objectives of the FHA minimum property stand- 
ards. After the agent reviews the credit of the borrower and the appraisal 
report, he will issue a commitment for a loan in accordance with limitations 
imposed by the National Housing Act and the pertinent regulations. 

On proposed construction cases, the agent will arrange for periodic inspec- 
tions to be made during construction. He will use a fee inspector qualified by 
the FHA for this work. 

When construction is completed and the loan closed, the agent will complete 
the closing functions and forward all documents to the FHA insuring office for 
insurance endorsement. 

From the description, it is seen that the entire transaction has been com- 
pleted at the hometown level. All personnel involved have been qualified by the 
FHA and will be acting in line with established FHA standards. On the other 
hand, they are afforded sufficient flexibility to enable them to use their own 
judgment in applying the criteria to reflect local conditions. Delays in process- 
ing are minimized by this system and maximum value is derived from standards 
applied in accordance with sound judgment. 

The National Housing Act gives the Federal Housing Administration the re- 
sponsibility of improving American housing standards. Through the certified 
agency program the FHA will help qualified citizens assist other members of 
their community obtain the homes of their choice. 


The Carman. Mr. Mitchell, do you have any questions? 

Mr. Mrrcneiyi. Mr. Camp, will you give to the committee the bene- 
fit of your thinking as to just what the effect of legislation such as 
the Senate has passed would be as far as veterans’ housing is con- 
cerned ? 

Mr. Came. You are thinking about the increase in the rate from 
414 to 43,7? 

Mr. Mircue.y. Yes. 

Mr. Camp. We have made a little study here. If we assume for 
a moment an FHA mortgage at 514 percent brings in the market 
about 98; for a VA mortgage at 434 percent, as provided by the Senate 
bill, to yield the same rate of return it would have to sell at a price 
of about 94. 

The thing that worries us about that is that so many investors of 
the country hesitate to buy these at deep discounts because discounts 
are not generally understood and some people think the lender is 
taking ae of the borrower. We find a reluctance on the part 
of many lenders to make loans at deep discounts. If this is true, I 
guess the Government would have to make a great percentage of the 
loans, if the Government holds it at 434 percent. 

Do you agree with that, Mr. Vieser ? 
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Mr. Virser. I concur with that. We feel the current rate for 434 
percent mortgages would be about 94. 

Mr. Mrrcnei.. Then do you think removing the discount control, 
that is not the main objection, as you see it ? 

Mr. Camp. If you remove discount controls you still have the re- 
luctance of lenders to buy loans at 94. And the discount would have 
to be absorbed by the builder or seller and it is an awkward way to 
operate, under discounts. We would prefer to have an interest rate 
that is in line with the market and permit minor discounts of 1 or 2 

oints or so to account for variations in localities, and so forth. It 
is difficult to adjust from 434 to 514 solely by discounts. 

Mr. Mrrcnert. Do you understand there would be more money 
available at 434% Do you understand there would be some more 
money available for VA loans? 

Mr. Vieser. I think there would be some more money available, 
obviously, but I do not believe there would be any great material 
change at the moment for the reasons Mr. Camp has stated. 

Mr. Ayres. Will you please speak a little louder ? 

Mr. Virser. I think there would be some more available but I do 
not think there would be a great deal more available from the life- 
insurance industry. We believe a small discount is necessary to iron 
out difficulties particularly because of locality differences. In my 
company we have been loath to buy extremely low discounts. We 
feel that is poor public relations. It is misunderstood and actually 
it is just reflected in the sale of the house. 

Mr. Mrrcney. Does either other gentleman have any comment ? 

Mr. O’Leary. It might be important to say that there are many 
investors in mortgages. A 434 percent rate on VA mortgages would 
more quickly be competitive with savings and loan associations than 
with life insurance companies. One thing that is characteristic of life 
insurance companies is that many of their funds are invested in cor- 
porate bonds and there the rate has been reduced much less than in 
the case of publicly offered bonds. The pension funds and so forth 
would be heavier buyers of publicly offered bonds and they may find 
VA mortgages more attractive at 434 percent right from the start 
than would the life insurance companies. 

Another factor is that as we look ahead there is a great likelihood 
that credit will ease further in the mortgage market and we think, 
over a period of time, the 484 percent rate would become more at- 
tractive generally to investors even though it would not immediately. 
Eventually it would become more attractive generally if the market 
softens. 

Mr. Vieser. The life insurance industry generally keeps, say, in 
the case of my own company, about 40 percent of its assets in mort- 
gage loans. As a matter of fact the national average is somewhere 
around one-third, I believe. 

Mr. O'Leary. Thirty-five percent. 

Mr. Vieser. In my own company we keep 40 percent of our assets 
in mortgage loans. Part of that 40 percent goes in farm loans, and 
we have tried to maintain the balance of about one-half of our mort- 
gages in homes and one-half in all the various properties that support 
the homes, the shopping centers, the office buildings, properties of that 
kind. In that particular area of conventional loans, the rate of de- 
cline has not been great and we are able at this particular time to get 
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rates that are not much different than 6 months ago in the conven- 
tional area. I think that is probably true of a great many other 
companies. Therefore we still have orders to invest in mortgages at 
the greater rate. I think that might affect your thinking quite a bit. 

Mr. Mrrcneix. Do you expect that that may be different in 3 to 6 
months ? 

Mr. Vieser. Yes. There has already been some little difference. 
On shopping centers some of the loans were going at 534 and 6 percent, 
and I do not think that there is any question they will be going at 514, 
but they do not drop as rapidly and we are still able to get those high 
yields in our industry. That does not pertain to the savings banks, as 
Dr. O'Leary said, because there 65 or 70 percent of their assets are in 
house loans, as in the case of pension trusts and savings and loan asso- 
ciations, but it does make a difference in our particular industry, 
which industry, in spite of that, is the largest purchaser of VA loans 
in the country. 

Mr. Camp. Mr. Mitchell, you were asking about the 434 percent 
loan, if the rate should be that, at discounts, how much money would 
come in. I want to be sure you understand the point I was making 
that the use of deep discounts to adjust interest rates is a rather awk- 
ward way to do it. Take a builder who builds a house and puts it 
on the market at $10,000. Say a veteran comes along and wants to 
buy it and wants a VA loan at 434 percent. They would have to raise 
a 6-percent discount or $600. How do they go about doing it? One 
way would be to raise the price of the house to $10,600, but that would 
involve getting a certificate of reasonable value of $10,600. 

The point I am trying to make is that it is so much easier to adjust 
interest rates on the mortgage rather than trying to do it through a 
discount system. We do feel there should be some minor discounts 
from time to time to adjust between geographical areas and demand 
for funds and so forth, but I wanted to be sure you understood that 
point I was trying to make. 

Mr. Mrrcneiyt. Thank you. 

The Cuarmman. Judge Shuford. 

Mr. Suurorp. I would like to know about your apportionment of 
investment. You say the overall investment is 35 or 40 percent in 
mortgages. Do you break that down further as to, say, a percentage 
for VA and a certain percentage for FHA, and a certain percentage 
for conventional loans? 

Mr. O’Leary. I will give you the exact figures. At the end of 1957 
the insurance companies had assets of about $101 billion. Of that 
total the VA mortgages they held were $7.7 billion, so they had 714 
percent of their assets in VA mortgages. 

They had $6.7 billion in FHA mortgages, so they had close to 7 
percent in FHA mortgages. 

Then they had in conventional mortgages the balance, that is, unin- 
sured, and the bulk was that we call city mortgages. Almost $18 
billion were in city mortgages, a substantial part of which, maybe 70 
percent, were residential and the rest commercial and industrial. 

Then they had farm mortgages of about $2.5 billion or roughly 24% 
percent of their assets. 

The total mortgage holdings were a little over $35 billion or about 
35 percent of the assets. 
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Mr. Suurorp. But your conventional loans were about 14 or 15 
percent of your mortgage loans, is that right? 

Mr. O’Leary. No. Of the total of $35 billion the conventionals, 
including the farm mortgages, are about $20 billion. 

Mr. Suurorp. What percentage ? 

Mr. Visser. About half. I think that is a fair statement: that most 
of the companies have about half of their mortgage account in one- 
family houses insured by either FHA or VA. The smaller companies 
I believe would have a larger percentage in the one-family insured 
houses, whereas the larger companies, because of the nature of their 
operations, being spread around the country, would use these larger 
conventional loans to support these new housing developments. 

Mr. Camp. On that point, these figures Dr. O’Leary has given you 
represent the composite for the industry but each individual life in- 
surance company determines its own policy. Our company is one of 
the smaller companies, and you will find in our company that 60 per- 
cent of our assets are in mortgages, as compared to 40 percent in Mr. 
Vieser’s company. Of that 60 percent, 83 percent are loans on Gov- 
ernment guaranteed or insured single-family houses, and about evenly 
divided between FHA and VA mortgages. 

Mr. Suurorp. Let me ask you another question regarding your 
policy of making loans in small communities and rural areas. What 
percentage of your loans—or what percentage of the loans of the 
members of your association—are made in rural areas and small towns 
as compared with the loans made in the larger metropolitan areas? 

Mr. O’Leary. We do not have a figure on that, Judge Shuford, but 
I think you could say this: As Mr. Camp has indicated, there are 
hundreds of life insurance companies, large and small, throughout the 
country. A company such as Mr. Camp’s is doing an excellent job 
of making Government insured mortgage credit available in all com- 
munities, large and small, in which his company operates. The same 
would be true of intermediate and smaller life insurance companies 
over the country. 

With the larger companies, there are a number of large companies 
who can boast that they make loans all over the country, and through 
the voluntary home mortgage credit program more companies have 
become oriented to the fact that one place the mortgage market has 
not reached has been in the small towns and ran areas. The 
VHMCP was proposed to try to get credit available in smaller com- 
munities. The companies said if it is true that credit is not available 
in the rural and small communities, it was up to them to make it 
available, and that is why we proposed the voluntary home mortgage 
credit program. 

The Cuamman. Will the gentleman yield? 

Mr. Suvrorp. Yes. 

The Cuarrman. The VA allocated, over the life of the direct loan 
program $826 million, when you were not building homes in remote 
areas. So it was not interest rates that kept houses from being built. 
We passed a bill last year to permit the building of houses in remote 
areas—it depends on what you call remote, but we have never had 
legislation that would permit a veteran to build a house in a small 
town of 3,000, 4,000, or 5,000 people. 

Mr. Camp. Dr. O’Leary referred to my own company. Our head- 
quarters are in Birmingham, Ala., and a substantial portion of our 

+ 
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premium income is from Alabama. We have made it a project to see 
that every town in Alabama has VA and FHA money available, par- 
ticularly when the VA rate was competitive; now it 1s strictly PHA. 
Every one of the 67 counties in Alabama had mortgage money avail- 
able. Now it is only 66 because the mortgage in one county has been 
paid. But a large number of companies like ourselves try to serve 
every community in the area in which we operate. We are trying to 
do the same in the adjoining State cf Georgia. But principally 
through VHMCP the larger companies, in addition to the smaller 
companies, have been able to direct funds to these smaller com- 
munities. 

Mr. Suvrorp. Have the small companies used this plan ? 

Mr. Camp. The VHMCP? 

Mr. Suvurorp. Yes. 

Mr. Camp. Yes. We are making loans in North Carolina. We 
have selected several counties in North Carolina. 

Mr. Suurorp. What counties have you selected ? 

Mr. Camp. I cannot tell you. We have a mortgage broker in 
Charlotte. We have to make these loans at a distance through 
brokers. 

The CHamman. What size towns? 

Mr. Camp. Any town under 25,000 population. 

Mr. Suurorp. I can appreciate the fact you would go to Charlotte. 

Mr. Camp. Our broker is in Charlotte and he serves the counties 
through Charlotte. 

Mr. Suurorp. Do you not feel that in the past under this program 
the veteran in the small communities has been discriminated against 
in the matter of loans? 

Mr. Camp. You mean since the creation of the VHMCP? 

Mr. Suvrorp. No, before that and during that time. Do you not 
think the veteran in the small communities has been discriminated 
against ? 

Mr. Camp. Before the creation of VHMCP I think it was more 
difficult for a veteran in the small town to get a loan. But since the 
creation of VHMCP national lenders have focused their attention 
on this problem and have seen that money is made available to small 
towns. 

The Cuatrrman. What do you call a small town ¢ 

Mr. Camp. Anything under 25,000 population. In Alabama we 
make loans in towns of 700 population. 

The Cuarman. Through January of last year the national aver- 
age of veteran population using loan guaranty entitlement was 26 
percent. The highest county in Alabama was 9.2 and the lowest 
county was six-tenths of 1 percent. So the veterans of Alabama 
have not had too much of a chance to use their VA loans. 

Mr. Camp. When the VA interest rate was competitive there was 
no veteran in Alabama who did not have a chance to come and ask 
for a loan. Up until the time VHMCP got going it was difficult to 
get the veterans loans in the same proportion. 

Mr. Ayres. Will the gentleman yield ¢ 

The Cuarrman. Gladly. 

Mr. Ayres. Even the VHMCP operation can’t be too effective un- 
less you have a competitive interest rate. 

Mr. Vieser. That is right. 
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Mr. Ayres. It hinges on having a competitive interest rate. 

Mr. Virser. I would like to address myself to that. 

Mr. Chairman, I have a real personal interest in this problem that 
you have brought up. You have a deep personal interest in this sub- 
ject that you are addressing yourself too, because I think it is one of 
the most important that this committee has, and the housing problem 
and our industry has. I might say that VHMCP started in my State. 
We were the only State never to have direct lending just because a 
few of us got together and formed an informal committee and took 
everything off the market. We just extended that nationally through 
our life-insurance industry. 

My company is not the largest nor is it the smallest. It is a middle- 
sized company. We are 12th largest. We have—and I find we are 
pretty average as a middleman—we have put ourself in 38 States. 
We have 60 offices in those 38 States. As I go around inspecting, as 
I do, I am constantly reminded how the small towns we are in—I 
just got through with Oklahoma—they are smaller towns than I 
thought we one to be in, really. 

Regarding the figures you addressed yourself to in Alabama; I 
find, in going around the country and talking to the builders and 
realtors that the demand for housing isn’t in those small towns. Once 
in a while we get 2 or 3 loans but there isn’t the great demand. 

The other thing I want to point out is, in spreading our mortgage 
money around the country in one-families, the big cities get the apart- 
ments, the big projects. We have very few FHA-VA, or one-family 
house loans, for that matter, in the big cities. Mostly it has gone to 
build this great expansion of urban population. It has spread much 
beyond that. 

The third thing I want to say is, VHMCP operated for 3 years 
under adverse circumstances because of rigid interest rates. Had 
that not been, it would have been a tremendous success in my opinion, 
all around the country. 

I think the rigid interest rate has done one other thing: It has been 
disruptive of a very orderly market. In the conventional business 
there isn’t the peak and valley. There is more of a normal flow. 
But in VA and FHA, because of the rigidity of these rates, credit is 
curtailed to the detriment of the whole economy. 

Then, in times of easy money there is a great avalanche of money 
coming in, which means overlending, speculative processes, which 
are bad. I think that is one of the major things we must watch for. 

Mr. O’Lerary. May I make a very brief comment on one thing that 
Mr. Vieser said ? 

The Cuatrman. Mr, O'Leary. 

Mr, O’Leary. One of my jobs for the last 3 years has been to try 
to be a cheerleader for the VHMCP program with life-insurance 
companies. I think it is important. 

Mr. Suvurorp. Hasn’t it been a little difficult to lead the cheering ? 

Mr. O'Leary. It has been difficult to lead the cheering because what 
you are asking is life-insurance companies, which are trustees of the 
funds of millions of policyholders, to buy VA mortgages, within a 
discount limitation of 2 points, which would yield to the life-insur- 
ance companies much less than they could have gotten in other outlets. 

For that reason, although the life-insurance companies have been 
keen to make this program a success, they have been torn by the fact 
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that, as trustees, they had the responsibility to buy other—to put their 
money in other outlets where they would get a return that was com- 
petitive in the market. It is true that a substantial part of the $280 
million has been made through life-insurance companies who have 
been so imbued with the desire to make this program work that they 
were, in effect, willing to take a lesser yield than they could have 
gotten in other places. 

Mr. Suvrorp. Don’t you think that part of the failure of the mort- 
gage loan, VHMCP, is due to some of its own rules and regulations, 
to this extent: That they would send you around a list of loans that 
you could purchase, and, if that was not accepted, it would not be 
taken, then the VA would declare that the loan was not available 
because they had submitted it to this mortgage company and they 
wouldn’t accept it, or they had accepted it at certain rates and, there- 
fore, you couldn’t get a direct loan. Don’t you think the rules and 
regulations of the company itself made the program ineffective ? 

Mr. O'Leary. Judge Shuford, actually, that is the way the Volun- 
tary Home Mortgage Credit Program has worked; namely, that if a 
veteran applied for a direct VA loan, he was asked by the Veterans’ 
Administration to fill out an application for assistance under the 
Voluntary Home Mortgage Credit Program, and, within 20 days, 
through the Voluntary Home Mortgage Credit Program, if private 
lenders were unwilling to make that loan it was referred back to the 
Veterans’ Administration to be made as a direct loan. 

There are a variety of reasons. Asa matter of fact. the placement 
ratio of these loans that were referred to VHMCP has been very high. 
As I recall, it is well over 45 or 50 percent, about half, have been 
made. The rest have been turned back to the Veterans’ Administra- 
tion for direct-loan purposes. It has worked exactly like that in that 
way. 

Mr. Suvurorp. Thank you. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Ayres. 

Mr. Ayres. I take it from your observations here that you feel 
there might be a trickle of mortgage money going into the market at 
43/,, but, if we had a higher rate, a fair rate, within the judgment of 
some of us, or realistic competitive rate, that there would be ample 
money available? 

Mr. Camp. That is absolutely correct. 

Mr. Ayres. Then, aside from the veteran operation, strictly, your 
VHMCP, if you had a realistic interest rate, a competitive rete in the 
VA field, probably a lot of members of minority groups would be able 
to get loans who haven’t been able to get in the past ? 

Mr. Camp. That is right. In thinking of the VHMCP, T think 
this point is interesting, Mr. Ayres: That our two national associa- 
tions in the life-insurance business recently contacted their member- 
ship to urge their support of VHMCP through the FHA loan because 
it was a fairly competitive rate. 

The response to that contact was very fine. Life-insnrance compa- 
nies in great numbers reasserted their support of VHMCP throuch 
the FHA loans. Now, if the VA loan were at the same rate we would 
get that exact same support. What does that mean? That means 
that money would be available for small towns and remote areas, 
minority groups, channeled through VHMCP. 
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Mr. Ayres. We haven’t had any: of you gentlemen that are in the 
business before the committee who were willing to say that there would 
be very much more mortgage money available at 434 percent. Your 
testimony in most cases has been that, should there be a continuing 
decline in our economy, there might be at a later date. Faced with 
the situation we are now, the only way we can get money into the 
market is to have a realistic rate. In view of the fact that Congress 
isn’t going to stay in session too long this particular year—— 

The Cuarrman. I hope you are right. 

Mr. Ayres. Well, unlike the distinguished gentleman from Texas, 
a lot of us have people back in our districts who are trying to prove 
to our people that we shouldn’t be here at all. So we are going to get 
back there and convince them that they are wrong, we hope. But in 
the meantime, if we aren’t in session, and the Administrator does not 
have the authority to set a realistic, competitive interest rate, and 
should we have an increase here, which we are all hoping for, and 
believe we will have, then there would be no money available until 
Congress could come back and meet. again and change the existing 
structure of the interest rate. Therefore, I feel the only fair, sensible 
way to look at this is to give someone in the Administration, prefer- 
ably in this case the Administrator of Veterans’ Affairs, the authority 
to set a rate between 414 and maybe 5 percent, or whatever is com- 
petitive, the same as we did when the law was originally passed. 

The argument that he had the authority to raise it from 4 to 414 
before, I think, is valid because he didn’t raise it to 444 until he 
realized the market was not competitive. 

As you gentlemen have pointed out, as have many other witnesses, 
when it was raised to 4144, money became available. VHMCP could 
operate for a while at a realistic rate. Since we need the houses, 
since our economy needs a shot in the arm, since VHMCP can do a job 
with our minority groups and veterans, too, we have a competitive 
interest rate, I don’t see how any of us can refuse to grant the Ad- 
ministrator that authority. 

Mr. Came. Along that line, you mentioned 5 percent, or whatever 
it might be. It occurred to me, personally, and [ am just giving my 
personal views now, that if we want to give an immediate shot in the 
arm to this thing, if the rate could be set at the same rate as FHA, 
514, with the understanding that the Administrator would have the 
authority to do it, the minute he saw that that rate was too high he 
could reduce it. If the rates do go down, he could reduce it, but we 
would immediately get this shot in the arm that the economy needs. 
It would make the VA loan absolutely competitive with the FHA loan 
which lenders are willing to make. 

The Cuatrman. Mr. Camp, how would you explain the fact that 
the rehabilitation conference of the Legion, which is the working 
group that covers every county in the United States, would be opposed 
to increasing the interest rate? Could there be a group that would 
have more interest in the welfare of the veteran than that group? I 
am not talking about your top level of the Legion who voted to in- 
crease it. I am talking about the rehabilitation group, which is the 
service group, trying to help individual veterans in every county in 
the United States. How would you explain their opposition ? 

Mr. Ayres. Will the gentleman yield before you answer that? 
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The Cuairman. Let me finish, ‘please. Last year the top echelon 
of the Legion came in and recommended taking off all interest ceilings 
making it flexible. The rehabilitation group came to Washington and 
voted it down almost unanimously. Why would that group do that? 

Mr. Ayres. Will the gentleman yield ? 

The Cuamrman. Let the gentleman answer the question. 

Mr. Ayres. He is not familiar with the internal workings of the 
American Legion. 

The Cuamman, Are you? 

Mr. Ayres. I am surprised the gentleman would ask that question, 
because it is pretty loaded. 

The Cuatrman. I don’t feel it is loaded. You have a group at the 
top headed by Seaborn Collins, a builder whom I respect, but he wants 
to build houses. You have another group in the Legion down in the 
working level that talk to individual veterans and handle their dis- 
abled cases. I don’t feel it is loaded at all. 

Mr. Ayres. That testimony was a year ago. 

The Cuarrman. Let’s take it a year ago. Forget today. 

Mr. Ayres. When the new commander came before this committee 
this year, as you recall, I pinned him down on that very issue. He 
said no; there would be no reversal. He said it was unfortunate that 
a few gentlemen in the organization issued that statement, and it was 
not the consensus of the American Legion’s membership. 

The Cuarrman,. That is the gentleman’s opinion, not mine. 

Mr. O’Leary. I don’t want to disillusion you, now, about VHMCP. 
You said one other thing, Mr. Camp. You said you people tried to 
make a loan in every county in Alabama. 

Mr. Camp. That is right. 

The CuarrmaNn. I go to my district and your lending people and 
building people say “Yes; the companies come in here and they want 
to make one loan to prove they are making loans.” 

The truth of the matter is it is only a trickle, regardless of the in- 
terest rate. Taking my district, I think VHMCP made either 1 or 
2 loans in my district. Out of about 6 counties, 1 county had 5% 
percent of the veterans. I don’t know whether you have ever seen 
this document or not. It was as of a year ago, surveying every county 
in the United States. We hada hearing on VHMCP. You ought to 
get the hearing and read it. 

Another county had nine-tenths of 1 percent. Another county had 
seven-tenths of 1 percent. Another county had 4% percent. 

I don’t care what your interest rate is, unless we Lin the legisla- 
tion, you aren’t going to build houses. The biggest town in these 
counties is about 5,000. Unless we change the legislation, you are not 
going to build any houses in those areas. The President in his veto 
message said we were discriminating against veterans because we 
were trying to provide a legislation which would let you people build 
houses 1n these towns of 5,000. I think they are just as much entitled 
to get a house as anybody in a city of a million. 

Mr. Ayres? 

Mr. Ayres. We don’t have any figures on how many applications 
were made, do we? The figures you cite are in proportion to the total 
veteran population. 

The Cuatmman. Percentage of total veteran population, but we do 
know, there is no question, I can show you my file downstairs that 
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contains letter after letter that came to me from veterans in those 
towns trying to figure out a way of building a house. 

Mr. Ayres. If we had a 5-percent interest rate VHAMCP could have 

one in. 

The CuatrmMan. That is your opinion, not mine. 

Mr. O’Leary. VHMCP has done well in handling applications for 
assistance that have come to it. 

The Cuarrman. I suggest you get the hearings we had on VHMCP 
and read them. 

Mr. Camp. I read those hearings. Wasn’t that the case that in- 
volved Maryland, Virginia, et cetera ? 

The CuatrMan. Yes. 

Mr. O’Leary. I think from reading those hearings—I have read 
them, but I think you would come back basically, Chairman Teague, 
to the fact that this program has only been in operation 3 years. Dur- 
ing most of the period of its operation it has been severely handi- 
capped by virtue of the fact that the lenders under VHMCP were 
being asked to buy 414 percent mortgages with a limitation of dis- 
count of 2 points on those mortgages and in a period in which they 
could buy industrial bonds, conventional mortgages, that would yield 
them 514 net, 534, and 6 percent. 

Basically, the problem was one of a competitive interest rate on 
those mortgages. If the interest rate had been competitive I think 
you could very well have had, instead of $280 million of loans made 
under this program, you could very well have had half a billion, 
$600 million, or figures of that sort. That isn’t going to meet the 
whole need, but Rome wasn’t built in a day. A lot of the figures 
you had need to be looked at against the background of the whole 
postwar decade. This program has only been operating 3 years. 
I am not saying it is going to satisfy everybody. I think it has 
potentials. 

The CHatrman. If you were in Houston, Tex., a city of a million 
people with thousands and thousands of veterans loans, how inter- 
ested would you be in going up to Herndon, a little town of 5,000, a 
hundred miles away where a veteran’s loan has to have personal 
supervision ¢ 

How much interest would you have in that loan compared to loans 
in Houston where you have thousands of them? It is waene nature 
this thing won’t take care of your small towns. The only thing that 
will take care of a lot of these areas is a direct-loan program, in my 
opinion. 

Mr. Camp. I would like to make one comment. A minute ago you 
gave figures about the percentage of veterans in small towns that 
avail themselves of loans. I think Mr. Vieser commented on it. I 
am not an expert on this at all but my personal experience, particu- 
larly in Alabama, we find there has been a certain amount of popu- 
lation moving from the small towns to the metropolitan areas, and 
we just don’t find the demand. 

The Cuatmrman. Housing is one big reason. They can get a house 
to live in if they go to a big city. 

Mr. Camp. That may be true. Maybe they are trying to get work 
in the big cities. I don’t know. The point is, whatever the reason, 
we haven’t had the demand for new homes in these small towns as a 
result. We have maybe a town of 2,000 population; if they build 
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2 new homes a year, that is maybe all they need. So I just want to 
throw that in. I am not trying to belabor the question. I wanted 
to be sure you had that point in your mind. 

The Cuarrman. I wanted you to see the survey we made January 
a year ago. We tried to make as honest a survey of veterans housing 
as it is possible to make. It is quite revealing, we think. We think 
the bill we consider tomorrow. is going to provide a vehicle where 
you can build houses in a small town. We hope the President won’t 
veto it. We think he was misinformed last year or he wouldn’t have 
vetoed the one we passed last. year. 

Mr. Ayres. If the gentleman will yield, it is my understanding any 
bill that doesn’t have a competitive interest rate will be vetoed. 

The Cuarrman. That is up to the President of the United States. 
It will be up to him to determine whether it is competitive. Maybe 
it will be competitive by the time it gets down there. Maybe it will 
be too high for him. 

Mr. Anparr. Isn't that an argument for a flexible rate then, Mr. 
Chairman ? 

The Cuarrman. I think probably so, Mr. Adair. As I have said 
many times before, if the Administrator of Veterans’ Affairs had the 
power to set it, I would vote for a flexible rate. He doesn’t have 
the authority. He wasn’t in Washington. He didn’t know it was 

oing to be increased from 4 to 44%. He was out of town the time 
it was increased as was Mr. Cole, head of FHA. They don’t have 
authority. It comes out of the White House. That is why interest 
rates are set. You know it as well as I do. 

Mr. Anair. If this committee would report out a bill which would 
place that authority in the hands of the Administrator, wouldn’t that 
solve your objections to it ? 

The Cuamman. Mr. Adair, the Administrator of VA and the FHA 
have a boss just like most of the rest of us, and, for example, last 
year I know that Mr. Higley was not for increasing the interest rate, 
for reasons of his own. He had nothing to say about it. If we had 
increased the interest rate, the interest rate would have been increased. 

Mr. Apair. May I address a couple of questions to the gentleman ? 

The CuarrMan. Yes, sir. 

Mr. Apair. Proceed. 

Mr. Vieser. Do you want me to proceed first ? 

Mr. Apatr. Yes, sir. 

Mr. Vieser. I am reminded I am getting to be an old man in this 
business because I was the third man in the county I believe to embrace 
FHA and I did sit in on the original hearings of VA. I believe your 
question about the workings of American Legion, which I know 
nothing about, has been brought about by a change in philosophy, 
because in the original hearings of what we as an industry and com- 
pany would do to make this particular—I am constantly reminded, 
and I looked up my notes—that what we wanted to do and what we 
should do was to give these youngsters a home without a downpay- 
ment, because they had been taken out of the normal processes of life 
where normally they would be able to earn a living and set aside 
enough for a downpayment. Having been in the war, they were not 
able to set aside that money for a downpayment. 

The first thing we said was, “They will not have to make a down- 
payment.” 
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The second thing we said was, “Let’s change the 20-year loan to 30 
in order to give them an easier monthly payment. They are all 
youngsters in their first. job.” 

But we did not say in those early hearings that there should be a 
subsidy, and the. rate, the original rate of VA, was the competitive 
prevailing rate at the time, 4 percent. I don’t know anything about 
the workings of the American Legion. But I make it a point to go 
around the country and talk to builders and to veterans, many of them 
in high and low spots, and invariably they tell me they don’t want a 
subsidy from this country. They want money. 

The Cuarrman. Mr. Vieser, I feel that this committee has a re- 
sponsibility to the veteran of protecting him. Most veterans, as I 
said once before—and I was quoted from here to there—90 percent of 
them don’t care anything about the interest rate. They want to know 
how much downpayment they have to make and what the payments 
are each month. I think our committee has the responsibility of trying 
to see that the veteran doesn’t pay, in the end product, more than 
absolutely necessary. Of course, as Mr. Camp said, and it is exactly 
true, a man investing money has a responsibility to his people to get 
the best return he possibly can for it. Somewhere in between there is, 
1 feel, the responsibility of this committee. 

Mr. Apatr. Coming again to the position of the American Legion 
and its rehabilitation group, it is my recollection that a year ago the 
rehabilitation group did take a position in opposition on this ques- 
tion to the official position of the Legion, but this last year they did 
not do so, so the position in opposition is one of a year ago. Since then 
the rehabilitation group has met. They did not take a position in 
opposition to the major group. 

Now just to be sure that I am completely clear in my mind as to 
the burden of your testimony this morning, you are saying to this 
committee that if interest rates are realistic, competitive, that there 
will-be money for veterans’ housing available through private chan- 
nels; is that correct ? 

Mr. Vreser. No question about it. 

Mr. Camp. Absolutely. 

Mr. Suvrorp. Will the gentleman yield at this point? 

Mr. Aparr. Yes. 

Mr. Suurorp. When we had hearings last year, following the in- 
crease in rates of the FHA, we tried to find out what advantage oc- 
curred as far as the mortgage loans in the FHA was concerned. We 
could not get any information on that, if you will remember. They 
couldn’t tell us whether the loan money had increased or not. 

In your question, I wish you would ask the gentleman to give us 
that information, following the increase in interest rate on FHA, 
how did your loans advance? Did it increase the loans? 

Mr. Aparr. If the gentleman has the information, I would be glad 
to have you put it in the record. 

Mr. Suvurorp. Can you give it to me by months? 

Mr. O’Leary. If you would like, we will insert for the record an 
extension of the tables that you already have here. These tables run 
through 1956, and we will supply the same information. 

Mr. Suurorp. I don’t care anything about 1956. I have no ob- 
jection to it, but it was in 1957 you increased your loans. You talked 
about it in August. Then you put in the provision in the application 
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for loans, that the interest rate at the time the loan was closed would 
be the prevailing rate. The FHA increased theirs along in November, 
as I recall it. I want before and after November. 

Mr. O’Leary. What I meant to say to you Judge Shuford, is that 
we have provided information in the tables included in our testimony 
through the end of 1956. What we will supply to you is the same 
information up to date, so that you will have the whole record. 

Mr. Suvrorp. That would be very good. 

Mr. Aparr. Mr. Chairman, I would ask that that might be inserted 
in the record at this point. 

The Cuarrman. Without objection, it will be inserted in the record. 

(The information referred to follows :) 


TABLE 1.—Outstanding commitments of life insurance companies 


[In millions] 























Nonfarm residential mortgages 
| 
Total FHA VA guar- Conven- 
| insured anteed tional 
1957—January..___....-- re ee $821.3 | $114.9 | $246.1 $460.3 
February ekki bb4$~dSec deur 785. 6 119.6 217 0 449. 1 
March. _- . | 765.9 122.5 193.2 450. 2 
SL cthoe Ged cduhechbse ddbnbeibdddccaind 755. 5 123. 8 167.1 464.6 
ie teins ie thee een igh aubens oid 750. 8 135.0 144.6 471.2 
June. .- ee ee ee aoe bk egies ae 766. 2 145.8 130.2 490. 2 
PSS. 5 edd bn desk be chido nied 753. 7 158 0 113.2 482. 5 
August 715.3 161.9 95.7 457.7 
September _____-_- Gidisacs 3 726.8 | 179.1 810) 466. 7 
October........--- cle tanenineeieetixicctaacdll 716.7 189. 8 62. 1 464.8 
November - - -. een Sadat me oes 724.8 209. 7 52.8 462.3 
December... - 2 6 dee walnitasial 712.6 220. 5 45.9 446.2 
1066—January .............-.----.. tian cid | 685. 6 220. 7 44.3 420.6 





Note.—Components may not add to totals due to rounding. 





TABLE 2.—New commitments of life insurance companies 


{In millions] 
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Nonfarm residential mortgages 























Total FHA VA guar- Conven- 
| insured | anteed tional 
RO hiss 3 ie 3 i asck 4 245ti-s | $120.5 $20. 6 $18.1 | $81.8 
ke ee 122.3 31.6 | 16.1 | 74.6 
Biepemets 3.2. fc... 5.5 6sb deesethoowds 134.4 28.1 19.3 86.9 
ati tee Titel le i csgh el ile 157. 1 28.9 19.6 | 108. 6 
May. ia bode aienagchaniniealtoapaegs Wieak wicabdiee 152. 8 35.8 16.0 | 101.1 
Sante... 2. Jia v Lebeaeo sor dee 160. 9 36.8 | 14.9 109. 2 
ES ee ie | 159. 3 43.2 10.3 105. 9 
August..._...._.- Ladubl a odiaccdbdoceot 145.8 | 34.8 8.1 102.9 
ND ond boa haan euenrusnes quam 163.0 | 41.3 6.3 115.5 
ce en emeene 175. 2 52.1 4.1] 119.0 
ON od ck LE dhcdd sade did eicinu. 148.5 57.1 2.6 88.8 
December.-._..._- ll canine ti eile 173.1 | 57.5 83 107.2 
Peon ook dbs cise liLsdcens ne 136.2 | 57.1 8.7 70.3 


Note.—Components may not add to totals due to rounding, 


Mr. Virser. I would be happy to give a one-company experience on 
that. 

Mr. Suvrorp. I don’t want to take too much time, but if you could 
I would like to have your company’s experience. 

Mr. Viesrer. Because of these hich discounts we pulled out of the 
veterans’ market in 1956 and just took a trickle of VA loans. Since 
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the FHA went to 514 percent, we have had a weekly average of close 
to $800,000 a week in FHA/’s, which is almost a complete increase as 
of a year ago. This for our company is a pretty substantial amount 
for a year. 

Mr. Camp. May I comment, Judge? The same thing would hold 
true of our company. We had to discontinue making VA loans com- 
pletely, but our FHA loans are running about $400, 000 a week. 

Mr. Suurorp. When did youstart ? 

Mr. Camp. When the FHA rate went up. 

Mr. Suurorp. I tried to find out the increase in December, the 
increase in January and the increase in February and March. I think 
April we had the hearings. No one could give me the information. 
They said they might give it to me some time in the future. 

Mr. Camp. We will see that you get it for the industry as a whole. 

The Cuamman. Mr. Camp, may I say to the members of the com- 
mittee we have two other witnesses we have to get through with this 
morning. We will take 5 more minutes. 

I want to read the record on what Mr. Ayres said, where I made a 
misstatement, and I certainly think that his statement doesn’t quite 
reflect, the facts, which we will read from the record when Mr, Adair 
has finished his statement. 

Mr. Apatr. As between two possibilities, an increase in interest on 
the fixed level, or the possibility of increasing interest on a VA-guar- 
anteed loan flexibly, within the control of the VA Administr: ator, 
which plan do you gentlemen think is better ? 

Mr. Camp. I don’t think there is any question, Mr. Adair, that we 
are recommending strongly that the interest rate be of a flexible nature 
with the authority of the Administrator to keep the line with what 
he thinks is the fair market, competitive with FHA and other sources. 

Mr. Ayres. If the gentleman will yield. 

Mr. Apatr. Yes. 

Mr. Ayres. I would like to read from the official publication of the 
American Legion, December 1950 issue, where it says: 

GI loans kicked again. Congress, requested by both the administration and 
the American Legion to permit raising GI interest above 4% percent in the last 
session, did not do so. The slaughter of the GI housing loan program affects 
some World War II veterans, has a far worse effect on Korea veterans, making 
a paper benefit of the housing loan program for most of them. Their benefit 
has been destroyed largely under a pretense of saving them from paying more 
than 414 percent interest. A preferred interest rate was never an essential. 
A slightly preferred interest rate was and is sensible because the Government 
guarantee reduces the lender’s risk, which is an element in setting the interest 
rates, but a ridiculously low interest rate, as current events show, slams the 
mortgage door in the home-seeking veteran’s face. 

The CHarrmMan. Does the gentleman from Ohio know how many 
loans were guaranteed by the VA last year, veteran loans? 

Mr. Ayres. There were nearly 300,000, mostly all on prior commit- 
ments, but there have been no prior commitments to speak of made at 
414 percent. 

The Cuarrman. Mr. Camp, the American Legion has an executive 
committee that makes decisions in between conventions. They have 
a man in the American Legion named Bob McCurdy from California 
that I am sure is as respected as any man in the ‘Americ an Legion 
today. I think Mr. Adair and Mr. Ayres will say that is so. I said 
that the rehabilitation committee reversed the request for flexible 
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interest rates. That was wrong. Mr. McCurdy testifies that it was 
their economic commission, but then further, Mr. McCurdy said just 
recently, within the last month: “I also ws unt to say concerning the 
interest rate”—and I am reading from the report, Mr. Ayres—“had it 
been my commission, we would have supported your chairman’s posi- 
tion of last year,” speaking of me and speaking of holding the four 
and one-half rate. 

As I said, some have an experience which causes them to approach everything 
with the idea of money, and some have the approach from the humanitarian 
standpoint. I am on the humanity side, and not on the money side. We have 
just voted in California $500 million more for our veterans home and farm 
aid loan. We don’t charge 4% percent. We don’t charge 4 percent. We charge 
3% percent, and with that three and a half, we are still running in the black, 
and making a nice profit, and it has not cost our taxpayers one single penny. 
So I agree wholeheartedly with you that we can do no better to help any 
veteran than to get him a home and get him a place in the community, but we 
would sincerely hope that the interest rate would be retained at the lowest 
possible figure that makes it practicable to build homes. 

I have been following the Federal discount rates. They have started down 
with it now. They went up. It has been down twice and it will probably get 
down some more. I hope it will come down and stay down. 

Mr. Ayres. Read the next sentence, my comment. 

The Cuarrman. There is quite a bit of colloquy going back and 
forth. I don’t think I am reading that out of context. 

The next sentence was by Mr. Gleason: 

Mr. Chairman, may I also add to Mr. Ayres’ statement that the American 
Legion passed at its last national convention a resolution making it a mandate 
of the American Legion to use its best efforts to secure the legislation which our 
convention seeks. 


It doesn’t say what that is. 
Mr. Ayres. Thank you very much. 


Let me get back up to Mr. Ayres. 

Mr. Ayres. The resolution they passed is in this Legion publication. 

The Cuarrman. I think the Legion calls for flexibility in the in- 
terest rate. Again I say to you, I am sure no one is respected more 
in the Legion than Bob McC urdy, working in the interest of veterans, 
that that group and people with him say that we should hold the 
interest rate down. It is hard for me to understand. Of course, 
you people come in here, you have money to loan. Certainly you 
want to get the best you can. You wouldn’t be human if you didn’t. 
You wouldn’t be acting properly toward the people you represent. 

Then we come along and get people who are out in every county 
in the United States, working across this country with veterans, and 
surely they are interested in getting them a home. They tell us not 
to do it. We build 306,000, which Mr. Ayres says, and which other 
responsible people tell me were all on prior commitments. It is cer- 
tainly hard to know what will happen this year if we pass something. 

I want to ask you one last question: If we pass the bill that was 
passed in the Senate, taking out the half percent difference between 
VA and FHA, what will happen to housing in the next year? 

Mr. Camp. Let me understand, would that make it a flexible rate? 

The CuHarrMan. No, it makes it maximum permissive 434, flexible 
under that. 

Mr. Camp. I would say this: As long as the rate is left at 434 
maximum, that there will be a relatively small amount of funds. 
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Private funds, then, flow into the field, and therefore it resolves itself 
as I see it, Mr. Chairman; and thinking about your asking why some 
people in the American Legion look at it one way and some another, 
it resolves itself down, as I see it, into a basic question. 

We all want the veterans and all citizens to have housing. Are 
we going to try to do it through the private market, so that the vet- 
eran will be paying the same rate of interest as the regular citizen or 
the veterans in a city, or do you want to let the Government make the 
loans at a subsidized rate of interest ¢ 

That is the question that you fellows have to resolve. This year 
306,000 were primarily subsidized by the Federal Government, don’t 
you agree ? 

I wouldn’t say how much they were subsidized at the time the com- 
mitments were made. I don’t know exactly what period we are talk- 
ing about, but in all those that were made directly when that rate was 
not competitive, there was a subsidization. I am not saying whether 
you should or should not. I am saying that is the basic question that 
you fellows have to decide. 

Do you want us to make the loans, and give us the same rate that we 
are making on our other investments, the FHA loans, or do you 
prefer to let the Government do this by borrowing the money, and 
maybe necessarily increasing the debt limit ? 

I am not trying to argue the point. I am saying that seems to me 
to be the basic question that you fellows have to decide. 

The Cuamrman. Mr. Camp, I only wish I knew the right answer. 
I believe it is hard to find out. Thank you very much. 

Our next witness will be Mr. Held. 

Mr. Held, would you state your full name, address, and whom you 
represent ? 


STATEMENT OF HARRY HELD, VICE PRESIDENT, BOWERY SAVINGS 
BANK, NEW YORK CITY 


Mr. Hexp. My name is Harry Held. I am vice president of the 
Bowery Savings Bank. My address is 150 South Middle Neck Road, 
Great Neck, N. Y. 

I am appearing today as chairman of the committee on mortgage 
investments of the National Association of Mutual Savings Banks. 

My name is Harry Held and I am a vice president of the Bowery 
Savings Bank in New York City. I am appearing as chairman of the 
committee on mortgage investments of the National Association of 
Mutual Savings Banks. ‘ Our organization represents the mutual sav- 
ings banks of the Nation, which are institutions operated solely for the 
benefit of their depositors with all their assets belonging to their 
depositors. They are 527 in number, operating in 17 States, primarily 
located in the New England States, New York, New Jersey, and 
Pennsylvania. They have a total deposit liability of over $31 billion 
and have assets of $35 billion. They are traditionally known as de- 
_ positories for small savers. The mortgage investments of mutual sav- 
ings banks, amounting to almost $21 billion or over 5914 percent of 
their assets, are comprised of loans made in every State in the country, 
Puerto Rico, and Alaska. 
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With reference to the VA-guaranteed loans, our mutual savings 
banks at the beginning of the last quarter of 1957 held $7.6 billion of 
veterans’ home-mortgage loans, or 2414 percent of the estimated out- 
standing principal amount of home loans of $30,925 million guaranteed 
by the Veterans’ Administration. These VA loans accounted for 37 
percent of the total amount of all mortgage loans held by our institu- 
tions. We cite these figures as indicative of the fact that the mutual 
savings banks system has been a stanch supporter of the VA home- 
loan program. 


EXTENSION OF WORLD WAR II HOME LOAN GUARANTY PROGRAM 


We have previously testified before your committee that our asso- 
ciation favored a merging of the FHA insurance program and the VA 
guaranty program into a single mortgage financing program under 
the FHA. We are still of the opinion that this proposal is sound and 
would provide the most effective and lsodeehdost’ method of financing 
home ownership. However, in the light of the residual demand for 
VA loans by veterans of World War IT, we believe that a 1-year ex- 
tension of these rights is desirable. The reason for our taking this 
position at this time is that because of the unrealistic 414 percent in- 
terest-rate ceiling which prevailed during the past year, making VA 
loans undesirable competitively, many prospective GI purchasers of 
homes were unable to exercise their VA rights. We further believe 
that any extension of this legislation without interest rate flexibility 
will continue to render the VA program—and its effect—negligible. 


INTEREST RATES ON VA LOANS 


While the proposed interest ceiling increase from 414 percent to 434 
percent, and the pegging of the VA interest-rate ceiling at one-half 
percent below the rate on FHA loans as set by the FHA Commissioner 
from time to time might act as a market stimulant—which might in 
turn increase the availability of GI loan funds—we believe that this 
formula does not represent a realistic approach to the problem. 

The mortgage market has traditionally considered the FHA loan 
and the VA loan as like investment media. Also historically when 
the FHA rate was pegged higher than the VA rate, the VA program 
was adversely affected. If the full benefit of stimualted activity, 
under the VA home loan program, is to be attained, it would seem 
more desirable to provide for flexible interest rates as determined by 
the Veterans’ Administration rather than to provide a fixed interest 
rate and/or an adjustable VA rate one-half of 1 percent lower than 
the FHA rate. 

We believe such action would meet the basic purpose of offering 
special and preferred assistance to veterans in obtaining homes 
through the benefits derived from the no down-payment provisions of 
the act, and the elimination of the one-half of 1 percent insurance 
premium charge required under FHA. We believe there would be 
serious inherent disadvantage to the GI home mortgage loan pro- 
gram if the rate on such mortgages were pegged at one-half of 1 

reent below the FHA established rates. If, however, there must 

a legislative tie-in formula between the FHA and VA rates, we 
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would strongly recommend that the formula set the VA rate at not 
more than one-fourth of 1 percent below the FHA effective rate. 

Discount controls: Our association is firmly convinced that the dis- 
count controls on both FHA and VA loans should be repealed. We 
heartily agree with the policy statement of the National Association 
of Home Builders for 1958 on this subject, which states: 

As proven twice in recent years, they (discount controls) only serve further 
to impede the flow of scarce mortgage credit. 

We believe the Veterans Administration has made every effort to 
administer the discount-control provisions, put into effect last year, 
in & manner so as to cause as little disruption to normal practice as 
possible. Even under such administration a great deal of confusion 
resulted and many lenders were reluctant to finance VA loans and 
favored alternative investments rather than operate under control 
regulations. 

VA direct-loan program: Our association has consistently opposed 
legislation for direct lending programs which served the sole purpose 
of pegging unrealistic interest rates. 

bn the other hand, we have supported direct-lending programs 
which met the test of providing mortgage financing in areas of scarcity 
of mortgage funds and providing liquidity in the mortgage market. 
Our institutions have consistently supported the VHMCP, which has 
relieved the veterans’ direct-loan program of the necessity of pro- 
viding direct loans to veterans in the direct-lending areas to the 
extent of hundreds of millions of dollars. VHMCP activity again 
would meet effectively the challenge of securing loans for veterans if 
the VA interest rate structure were made flexible. This being the 
situation, it is our opinion that appropriations should not be made 
for VA direct lending unless the VA mortgage interest rate is made 
flexible, and even under these circumstances such appropriations for 
this purpose should be kept to a maximum amount of $100 million, 
and the amount of individual loan eligible for direct lending under 
the program should not exceed $12,000. 

We are also in opposition to the proposal to permit the issuance 
of advance commitments under the VA direct-lending program. We 
do not believe that under this program the Administrator should 
consider any applications for direct lending unless it is demonstrated 
that there is no possibility of placing the loans through private sources 
or through the instrumentality of the VHMCP. 

The Cusine: Before you leave that, Mr. Held, suppose you 
lived in a small town. A house becomes vacant. You want to buy it. 
It takes 60, 90, 120 days to get your loan processed. Do you think 
it is realistic that a veteran or anybody who owns the house will sit 
with the house vacant that long with a veteran attempting to buy it? 

Mr. Hexp. I don’t think they would sit that long. Possibly they 
would. It depends on what the sales market is. 

The Cuarrman. That has been one of the biggest problems in your 
small towns, when 1, 2, or 3 houses become vacant. A veteran tries 
to buy one. By the time he gets to buy it, it has been sold to some- 
body else. 

Mr. Herp. He would have processing time under the direct-loan 
program. 
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The Cuarrman. Last year we provided the VA could provide the 
money, and then if VHMCP or any other agency would take over 
the loan it would be transferred to them. 

Mr. Hep. We are not objecting to the direct-loan program, if the 
interest rate is made realistic, if we have a flexible interest rate. We 
do, or did object to the proposal of issuing advance commitments, 
because the mere issuing of advance commitments through the direct 
VA program of FNMA eliminates the need of a veteran going to an 
institution. 

The Cuarman. Our bill of last year and the one this year provides 
an advance commitment but for the sole reason because private lend- 
ing can’t catch me with it that quick. The veteran can buy his home. 
The money will be transferred if anybody will take it. If the pri- 
vate lender makes it, he gets a 2-percent discount. 

Mr. Hep. He gets a 2-percent discount if he makes a direct loan. 
The only trouble with a direct commitment position is that I am very 
much afraid that it would be a matter of going directly. That is the 
thing that we are afraid of, of going directly to the VA and bypass- 
ing the general private market or the VHMCP. If we could protect 
that, we would withdraw it. 

The CuHairman. It is protected. I don’t think you read our bill. 

Mr. Hetp. There is in the bill, if the VA makes the proposal, then 
there is 2 percent which can go to the lender if the loan is eventually 
placed through the VHMCP. 

The CHarrman. That is right. 

Mr. Herp. That would of course be on a par basis, or with 2 per- 
cent, in effect, discount, so that if you have your interest rate at a 
figure that is not on a competitive basis at 98, obviously the VA is 
going to make the loan. That is the point that we are trying to make 
here. 

Availability of mortgage funds: The turnabout in the money mar- 
kets has in 3 short months overcome the tight mortgage market situ- 
ation which was present during most of 1956 and 1957. During this 

eriod mortgages available for immediate delivery were purchased 
in blocks. In many cases mortgages in the FNMA portfolio are be- 
ing optioned and repurchased to meet the immediate delivery market. 
Advance commitments are easily obtainable on new FHA and con- 
ventionally financed projects of single family owner-occupied units; 
however, commitment activity on VA loans is very spotty, primarily 
due to the low effective yield on these investments. On the other 
hand, mortgage yields overall have been decreasing while outstanding 
commitments of lenders have been increasing, which will undoubtedly 
have the effect of lessening the pressure on immediate investment of 
long-term funds in mortgages. <A test of the new level of bond prices 
and yields will undoubtedly be made through the marketing of a 
heavy calendar of new financing. The outcome of this test will be 
reflected in the future availability of funds for mortgage investments. 
If new capital financing has the effect of raising the bond yields while 
mortgage yields are decreasing, there would be a lessening of the 
competitive advantage of ne investment. Therefore, a con- 
tinuation of present favorable conditions will depend upon the ability 
of mortgage investment offerings to compete in the free capital 
market with nonmortgage offerings. 
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We are of the opinion that lenders will again be attracted to the 
VA loan program only provided that the interest rate on such invest- 
ments is adjustable to money-market conditions. If this is accom- 
plished, veterans who are in the market for homes will be enabled 
to secure them more readily. Also, the number of new housing starts 
for 1958 will be bolstered and the demand market for new homes 
improved. The ability to refinance older houses being sold to veter- 
ans by owners desiring to purchase new homes will in turn benefit 
the home-building industry. 

In the previous off years for business—1949 and 1954—private home 
building rose substantially. In this connection, the Bureau of Labor 
Statistics stated that in both periods the special ingredients of rising 
housing volume in the face of recession were, broadly speaking: 

1. A still unsatisfied backlog of‘demand. 

2. Favorable financing conditions. 

3. Consumer confidence. 

It seems that in the present situation, while favorable financing 
conditions are present, the lack of the other two factors might result 
in a lower rate of housing production than that being planned and 
upon which mortgage commitments have been secured. On the other 
hand, new tinsidataeds efforts to bring housing within the reach of 
those desiring new accommodations, together with a more stable eco- 
nomic outlook, could spark housing production to well over a million 
units in 1958. 

I appreciate the opportunity of presenting our views to your com- 
mittee and will be happy to answer any questions. 

The CHamMANn. Me Held, you heard the questions that were asked 
of Mr. Camp and Mr. Vieser. Do you care to comment on any of 
those questions ? 

Mr. Hetp. I agree substantially with what they have said. I 
think it is very important at this particular time to have the VA loan 
on a realistic basis. I think that at the present time veterans are 
being somewhat foreclosed from the new housing market because of 
the fact that the interest rate is not a competitive rate. I think that 
you will stimulate the demand market for housing by making veter- 
ans’ loan financing available again on a competitive basis. 

The Cuatrman. You feel the same way as Mr. Camp about the 
question I asked as to whether or not. the bill as it passed the Senate 
with the half percent differential taken out would produce a few 
houses ¢ 

Mr. Herp. I certainly do; yes, sir. 

The Cuatrman. Are there any other questions ? 

Mr. Herp. I think it may produce additional houses in the areas 
where there are substantial funds, up in the Northeast, but for the 
rest of the country, I think that it would have to be reflected in a 
discount situation, which would not, in effect, stimulate the market 
to the extent that it could be stimulated by putting in a flexible interest 
rate, 

The Cuairman. Of course you know the discount controls are out 
of that bill. 

Mr. Hewp. Yes, sir. 

The Cuarrman. Mr. Mitchell, do you have any questions? 

Mr. MircHety. No questions. 








2620 EXTENSION OF VA HOUSING LAWS 


The Cuarrman. Mr. Adair? 

Mr. Aparr. No. I think Mr. Held has made his position very clear. 

The Cuatrman. Thank you so much for coming down, Mr. Held. 

Our next witness is Mr. Reilly. 

Mr. Reilly, will you give your full name, address and whom you 
represent, please, sir. 


STATEMENT OF JOHN A. REILLY, SUBCOMMITTEE ON HOUSING 
OF THE COMMITTEE ON FEDERAL LEGISLATION, AMERICAN 
BANKERS ASSOCIATION 


Mr. Retry. My name is John A. Reilly. I am president of the 
Second National Bank of Washington, D. C., and chairman of the 
subcommittee on housing of the committee on Federal legislation of 
the American Bankers Association. 

The association welcomes this opportunity to express its views on 
certain proposals with regard to veterans housing legislation now 
being considered by your committee. -By a fortunate coincidence, 
the mortgage committee of the ABA’s savings and mortgage division 
met in New York City on Thursday and Friday of last week. Our 
committee, comprised of bankers from throughout the country, gave 
priority consideration to the subject of veterans housing and endorsed 
the statement which I am privileged to present at this time. 

VA loan-guaranty program: Last year the Congress extended the 
loan-guaranty program for 1 year to provide eligible World War II 
veterans a further opportunity to acquire homes on a preferential 
basis. The purpose of this extension was not fully achieved because 
the fixed interest rate on VA loans put these loans at a competitive 
disadvantage with FHA insured and conventional mortgage loans, 
as well as other types of investments. Accordingly, we feel that a 
further extension of 1 year, provided there is a realistic approach to 
the interest rate, would be reasonable. 

Interest rate: The ABA recommends elimination of the fixed in- 
terest rate on VA guaranteed mortgages. Freeing the rate, in our 
judgment, would assure a sufficient flow of private funds in VA 
guaranteed loans to produce an adequate supply of housing for eligible 
veterans. 

We recognize, however, that it may be the determination of the 
Congress to continue a fixed interest rate. In that event, it is our 
opinion that provision should be made for a maximum rate which 
would serve to attract substantial investment funds to veterans loans 
under prevailing money market conditions. 

Discount controls: While we favor the elimination of discount price 
controls on mortgages, we again urge consideration of the need for 
eliminating the basic cause for the discount price itself. This could be 
achieved by eliminating the fixed interest rate so as to permit such 
rate to freely reflect money market conditions existing in the various 
regions of the country at the time the mortgage is created. 

Veterans’ Administration direct-loan program: The ABA believes 
that the VA direct-loan program should be permitted to terminate 
on June 30, 1958, as provided by law. The program would seem to 
be particularly unnecessary at this time when mortgage credit is easing 
and more private funds are becoming available. 
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If the VA loan-guaranty program is permitted to operate with a 
realistic interest rate, the mortgage a of veterans in rural areas 
and smaller communities would be met by private lenders through the 
medium of the voluntary home mortgage credit program. This would 
eliminate the need for VA direct loans and a resulting increase in the 
Federal debt. 

There have been proposals that legislation to extend the direct loan 
program also should provide for an increase in the maximum amount 
of the direct loan. Such an increase would add further to the com- 
petitive disadvantage imposed upon private lenders as the result of 
direct lending by a Government agency. 

We trust that these views of the association will be helpful to the 
committee in considering pending veterans housing legislation. 

The Cuarrman. When the interest rate was “realistic” insofar as I 
can tell in everybody’s own opinion, when building was going at such 
a rate that it was attracting those who had never built before because 
they thought it was an easy money thing, you still didn’t build any 
houses in these rural small communities. What makes you think it will 
hee yen now ¢ 

I fr. Remy. I think the interest rate is retarding the few, Mr. 
Chairman. 

The Cuarrman. I don’t think the interest rate has anything to do 
with it. 

Mr. Reitiy. I am forced to disagree with you on that. 

The Cuarrman. Go back to the time when building was at its 
height. Believe me, then you had these little towns that didn’t have 
any housing. Why do you believe cutting off the direct-loan program 
you will get housing in those communities ? 

Mr. Reitiy. If you make the interest rate realistic it will happen. 

The Cuarrman. It was realistic then. When the gentleman testified 
earlier, that they went up to $586 million going into housing, still it 
didn’t go into the small communities. 

Mr. Retiziy. Naturally they make it in the larger communities, if 
there is housing needed there rather than the smaller communities. I 
think now a realistic interest rate wouldn’t provide housing in the 
smaller communities. 

The Cuarrman. The bankers in this situation of direct lending re- 
mind me of the AMA trying to cut out the veteran hospital program. 
I don’t think either of you are going to be successful. 

Mr. Retry. I think you should try it. 

The Crarrman. I think you are wrong because you just aren’t 
going to build any houses in small communities. Surely it is proper 
and right to fix some way where these veterans in these little com- 
munities can build a house, too. 

Mr. Retry. I agree with you. 

The CuatrmMan. You have never done it in the last 10 years. Surel 
there was a period of time in there when interest rates were “realistic.” 

Mr. Remy. I think if you would make them realistic now you 
would get them. 

The Cuatrman. “Realistic” is a good word. 

Mr. Remy. That is your problem. You fix that interest rate and it 
is no good. 
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The Cuatrman. It hasn’t worked in the last 10 years. Why will it 
work now?! Is there any period in the last 10 years when the interest 
rate was “realistic” ? 

Mr. Remy. If you had housing in your urban communities they 
would rather have the loans there. 

The Cuarrman. If you build so many houses and make it so realistic 
that the builders in Houston, Tex., are completely flooded, they will 
move out to some small communities and build houses. No other way 
will they do it. One final question : 

What will happen, in your opinion, if we pass a bill comparable 
to the Senate with no discount controls and take that half-percent 
differential out of there ? 

Mr. Remy. I think it will reduce your veterans loans. 

The CxHatrman. At least we are increasing the interest rate a 
fourth of a percent. 

Mr. Retry. It is not realistic. You haven’t increased it enough. 
You ought to make it free, have it open, competitive. You can’t 
attract money into the market unless you make it free. 

The Cuarrman. You would agree with me that our committee has 
a responsibility to try to protect the veterans against themselves. I 
don’t think they care. The majority who come to buy a house don’t 
care about the interest rate. They want to know how much they pay 
down and how much it will be each month. 

Mr. Remy. If you make a free rate you would have it competitive 
and the market would take care of it. If money is free, then the 
rates will be lower. If it is high the rates will be higher. That is 
no different for any other borrower. That is your problem. 

The Cuarrman. Are there further questions ? 

I don’t know what will happen to housing, but I suspect you will 
get a bill pretty close to what the Senate passed. 

Mr. Renmuy. Eighty-six to nothing. I am afraid you are right. 

The Cuarrman. A year from now we will get you back up here, 
see how many houses were built, and we will known which is right 
and which is wrong. 

Thank you for coming up. 

Mr. Retiiy. Thank you, Mr. Chairman. 

The Cuatmrman. Without objection, I will insert at this point the 
statement of Jewish War Veterans. 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH 
War VETERANS OF THE UNITED STATES OF AMERICA FOR THE VETERANS AF- 
FAIRS COMMITTEE RE VETERANS’ HousiIna LEGISLATION, Marcu, 19, 1958 


On behalf of the Jewish War Veterans of the United States of America, I 
am happy to express appreciation for the opportunity to submit our views on 
veterans’ housing legislation. Our organization has long been interested and 
active in the overall housing program of our country and particularly in the 
special program under the Veterans’ Administration guaranteed mortgages to 
aid war veterans to become homeowners, early i life: 

The multiple benefits of the Veterans’ Administration program to the national 
economy, to family formation and the raising of their children is just beginning 
to be recognized and understood. These great additions to our national welfare 
and security were recognized at our convention in Boston, last August, in the 
following resolution. 

Whereas, during the past 12 months, it has become increasingly difficult for 
veterans to purchase homes through the medium of a mortgage guaranteed 
under the GI bill of rights because of severe credit restrictions and the VA 
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guaranteed program gives signs of falling into almost complete disuse for 
World War II veterans long before the expiration date of the program on 
June 30, 1958; and 

Whereas veterans with limited funds have been compelled, through the dis- 
count mechanism, to pay, in some cases, as much as 40 percent more interest on 
mortgages than is provided for in the VA guaranteed mortgage program: Now, 
therefore, be it 

Resolved by the Jewish War Veterans of the United States of America in 
62d Annual National Convention assembled in Boston, Mass., August 12-18, 
1957, That— 

(a) Congress be requested to pass legislation providing for the use of 
one-third of the reserve funds in the national service life insurance reserves 
and the United States Government life reserves for the direct purchase of 
VA guaranteed mortgages at the 4%4-percent interest rate and on the pay- 
ment terms now provided. 

(b) The expiration date for VA guaranteed mortgage program be ex- 
tended to June 30, 1960. 

(c) The Congress of the United States appropriate, for the purpose of 
direct loans on VA guaranteed mortgages, in areas which have previously 
been declared eligible under the VA regulations, $100 million additional, for 
such loans for the fiscal year, 1959. 

You have had many suggestions that the only way to revive the GI market 
for housing is to step up the interest rate thereby increasing the already high 
cost of the home the war veteran would like to have. Of course, there is no 
limit to what the lenders would like to collect. Our resolution suggests that 
the better answer is to use a substantial proportion of the life-insurance reserves 
created by the veterans’ payments for their policy premiums, for the direct 
purchase of VA guaranteed mortgages. Such purchases added to the current 
Federal Reserve bank policies will bring the market rates for money to a level 
which will make VA guaranteed mortgages a theroughly satisfactory invest- 
ment with an attractive return. 

A one-quarter or one-half percent increase in the interest rate will become a 
permanent burden to war veteran home buyers and would, in the immediate 
future, have little effect in attracting lenders to VA guaranteed mortgages. 
Hence, there would be practically no stimulus to home building. 

It is along the lines indicated above that there should be legislation if results 
are to be obtained. 


The CHarrman. The hearings are completed. The committee is 
adjourned. 


(Whereupon, at 11: 55 a. m., the committee was recessed, subject to 
call.) 
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